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MONETARY STANDARDS. 


A FEELING is widespread among us that the maintenance 
of our present monetary system works injustice to those who 
have borrowed money for future payment, and that it is bring- 
ing us into a state of financial strain, of which the secent crisis 
was but a premonition. I wish to deal here briefty with some 
of the conceptions back of this feeling. 

Naturally the national government, since it mints, and prints 
the currency, and seems to possess a complete monopoly of it, is 
held responsible for-all the evils which seem to flow from a want 
of money. The power of the government over individual wel- 
fare, through the power to control the supply of money, seems 
unlimited. When so many people want money, it is natural that 
considerable discontent should be felt at the difficulty of getting 
it. It is plain, however, that the monopoly of the government 
is not a monopoly of gold and silver, but is a monopoly of the 
privilege of certifying to the weight and fineness of those metals. 
The ownership of the supply of gold and silver in the world is 
not affected by the power of stamping. Nor is the quantity of 
these metals entering into exchanges controlled by this power 
of stamping ; gold and silver bullion may be, and ase, used in 
making exchanges as well as coin. The monopoly of the govern- 
ment is not, then, a monopoly of the supply of the precious 
metals. 
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Again, the government possesses no monopoly over the 
mediums by which by far the greater amount of exchanges are 
effected. It has no monopoly of the credit given in the busi- 
ness world. It cannot reguiate the number of checks which 
business men shall write. Even if the monopoly over the supply 
of the precious. metals were absolute, until the government can 
control the expansion and contraction of credit, it cannot be 
said to possess any effectual monopoly of the supply of our 
medium of exchange. 

It will be said, however, that at least the government selects 
and maintains our standard of deferred payment. Is even this 
wholly true ? When a business man makes a contract to pay one 
hundred dollars in one year, because the government says that this 
contract calls for payment in gold, is the government thereby 
maintaining a gold standard? Suppose the law read merely 
“contracts shall not be broken,’ would it not be a quite simple 
matter for the parties to any contract calling for payment in the 
future to insist that the contract read “one hundred dollars pay- 
able in gold pieces of a certain weight and fineness”? This 
would be an inconvenience to be sure, but is so far from being 
inconceivable that it is what in all probability would take place 
in the absence of government interference. It is on account of 
the inconvenience, and on no other account, that the govern- 
ment undertakes to define the word “dollar” to mean a certain 
amount of gold of guaranteed fineness. It does this to save 
individuals the trouble of doing it in each special case and con- 
tract, and to lessen the opportunity of committing fraud upon 
those who have no means of weighing and testing gold. And 
what I would call attention to is that in thus declaring what the 
dollar is, the law can in no way influence the value of the dollar, 
or rather of the gold entering into the dollar. Further, in thus 
defining the dollar, the government is not maintaining or impos- 
ing any standard for the discharge of debts payable in the future. 
The standard of deferred payment is determined upon in each 
special contract by the contracting parties. They may choose 
gold, or they may choose wheat or houses or land or any other 
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commodity as the basis of deferred payment. The courts will 
enforce a contract to pay bushels of wheat as strictly as a con- 
tract to pay dollars of gold, and will not by so doing determine 
the standard of payment any more than it determines the 
boundary of a piece of real estate, or the length of a railroad, 
by declaring what is the exact length of a foot measure. 

It may be said, however, that, since in the absence of special 
provisions to the contrary the courts always enforce payment 
in gold dollars, the government does in the great majority of 
cases fix the standard of deferred payment. The contradiction 
is only apparent, since the parties to a contract always go upon 
the assumption that in the absence of special provisions to the 
contrary, the courts will enforce payment in gold dollars. The 
government does not determine upon the standard of deferred 
payment here in any other sense than that in which it makes the 
will of a person dying intestate. 1t is necessary that property be 
disposed of in one way or another, and the law provides for that 
disposal in the case of intestacy. In doing so it does not make 
the will of any person. It has but put into the form of a legal 
enactment that form of disposal of an inheritance generally con- 
ceded on the average to be justest, and thus makes it unneces- 
sary for a person who wills to have his property so disposed of, to 
go to the trouble of drawing up a special statement of his wishes. 
The case is analogous when the means of payment in a contract 
is not specified; then the parties to the contract tacitly contract 
for whatever happens to be legal tender. Therefore, they choose 
this standard by not taking any other, and they take the chances 
and risks openly accompanying the existing legal standard. To 
contract for gold is a special case. In determining the weight 
and fineness of the gold dollar the government is not fixing the 
standard of payment, but merely saving the contracting parties 
the trouble of weighing and testing the gold in each special 
case. The selection of the standard is the voluntary action of 
the parties to each contract. 

Further, it is difficult to conceive any way in which the 
standard of deferred payment could be fixed by law without so 
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restricting the freedom of contract as seriously to inhibit busi- 
ness transactions, or without subjecting each business contract 
calling for payment in the future to the fickle influence of polit- 
ical changes. However exalted an opinion one may hold of the 
power of Congress, or of any other legislative body, a moment’s 
reflection must make it clear that the power of government “to 
do what it likes” in monetary matters, is not unlimited. That 
all the great commercial countries of the world without excep- 
tion have, within a few years, been brought to a gold basis, is 
not the work of legislators but of business men. The law on 
the statute books is in every instance but a copy of a decree 
previously passed by the business world. The basis of business 
operations is first established by business men and afterward 
declared by legislation. Legislation follows, as it always must, 
if it is to be effective, the course of public opinion; follows it, 
sometimes tardily, for that opinion must become pronounced and 
definite before it can be unmistakably interpreted and clearly 
expressed in a legal enactment. Governments, then, one may 
safely say, not only do not, they cannot determine the standard 
of deferred payment. 

For an illustration of the impotency of the government to 
impose one or another standard upon the business world, one 
need only refer to the events of the summer of 1893. Some 
fear was felt among business men that the government was about 
to change the implied assumption in every contract that it be paid 
in gold. As the immediate result of this feeling business men 
generally took measures to secure themselves against any drop 
in the standard by dealing only in paper calling for payment in 
gold. Silver certificates and the silver dollar became objects of 
suspicion. Every precaution was taken to secure contracts 
against any breach by a fall in the value of the dollar from the 
gold to the silver basis. It is clear that contracts drawn payable 
in gold would be entirely removed from the field of legislation 
and, so, unaffected by any change in the value of the dollar. 

The recent crisis is characterized as having been peculiarly 
the result of a monetary panic; and when one inquires into the 
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cause of the panic, it appears to have been not, indeed, any posi- 
tive legislation on the part of the government—no such power- 
ful stimulant needed to be administered to raise the pulse of the 
business world to a fever pitch—the cause of the panic lay in the 
mere suggestion, bandied carelessly about ia contemporary poli- 
tics, that the government had the power, and that it might exer- 
cise that power, to alter the monetary standard ; or more exactly, 
to alter the legal definition of the term “dollar” as denoting a 
certain quantity of gold, a definition which business men had 
come to accept as final. This mere suggestion made business 
men anxious not to be caught with any great amount of silver in 
their hands; it made foreign investors in American securities 
anxious to secure payment at once, before any debasing of the 
currency could take place. Nor did the panic exist among busi- 
ness men alone, or even chiefly among them; it was widespread 
among the people, who began to distrust the course of future 
events and to call their hard-earned savings eut of the banks, i 
the form of gold coin. Whatever their principles of monetary leg- 
islation, they were all agreed that their first individual interest 
lay in securing themselves against any depreciation of the stand- 
ard, and all agreed that whatever standard Congress might 
declare to be the legal one, gold coin was a better standard 
without the law than silver with the law. To meet this very 
rational demand the banks were drained of their gold and even 
forced to liquidate their securities in clearing-house certificates. 
The irrationality is apparent, of those who at the same time that 
they were precipitating a run upon banks for gold coin, agitated 
for the institution of the silver standard. That the institution of 
the silver standard would continue an impossibility so long as 
people generally demanded payments to be made in gold, is 
evident. The whole reaction of the business world upon mere 
suggestion that the government might undertake to impose a 
new monetary standard shows conclusively what the power of 
legislation is to alter the standard and who select that standard. 

Without entering further into the question of government 
interference, I wish to take up for consideration some of the 
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notions underlying the idea of a just monetary standard. I can 
not go on, however, without repeating at the risk of being weari- 
some, that should our present standard prove to bean unjust one, and 
should there be found a standard universally conceded to be abso- 
lutely just, the adoption of that standard in any single instance 
must still remain subject to individual free-will or prejudice; not 
to legislation. Even if it were possible for the government to 
impose a new monetary standard, and if it were shown that the 
business world needed such a standard, it would still have to be 
shown by advocates of government action that the business 
world could not itself best select; and establish and maintain the 
new standard. Business men are naturally not less acute than 
legislators in perceiving the advantages of one form of contract 
over another. 

In rational monetary discussion, one finds usually predomi- 
nant one of two ideas as to what constitutes a just or unvarying 
standard of deferréd payment; such a standard is assumed to be 
either (1) one which varies with the average cost of producing 
commodities, or (2) one which does not so vary. No- single 
standard can be found which will fluctuate exactly with com- 
modities except a standard made up, as is the so-called multiple 
unit, from commodities themselves; a standard so made up 
approaches perfection as the number of commodities included in 
it increases—each commodity entering in proportion as it is im- 
portant. In the monetary discussion of today, however, one 
finds silver dealt with as though it more nearly approached the 
ideal of the multiple standard than does gold. / The great 
increase in the annual output of silver during the last quarter of 
a century, together with other conditions, has so affected the 
value of that metal that an ounce of it purchases to-day more 
nearly the same amount of commodities that it would purchase 
fifty years ago than does an ounce of gold. In other words, 
prices reckoned in silver have not fallen as the productiveness 
of industry has increased. ) 

To find a commodity which shall serve as the basis of a stand- 
ard of the second kind, an absolutely fixed standard, is no less 
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impossible than to find one which fluctuates with commodities. 
All commodities are subject to variations in value depending 
upon changes in the conditions of their own production. Gold 
has commonly been held both by economists and by the business 
world, to be a commodity more nearly fulfilling the conditions of 
such a standard than any other commodity. That the attitude 
of the business world toward gold has not changed is shown by the 
general adoption, during this century, of that metal as the single 
standard of value in all great commercial countries. There are, 
however, today a number of economists who have come to 
believe that what business men have been regarding as a depre- 
ciation of silver has really been an appreciation of gold; that 
gold has risen in value owing to its scarcity and to a new demand 
upon it for monetary purposes. Some of the arguments urged 
in support of this view will be taken up further on. It is essen- 
tial here to get a clear idea of what is implied in the choice of 
one or the other of these two standards—the choice between 
what may for convenience be called a declining, and a fixed 
standard ; a declining standard being one which allows prices to 
remain fixed as the productiveness of industry increases, and a 
fixed standard one which permits prices to fall under such condi- 
tions. 

When it is urged that because silver has depreciated more 
nearly as the cost of producing other commodities-has decreased 
than gold has done, or, in other words, that because prices 
reckoned in silver have not fallen as the productiveness of 
industry has increased, therefore, silver is a more perfect measure 
of value than gold, it is clearly assumed that a perfect standard 
of value is such a standard that contracts drawn in terms of it 
will call for just the same amount of commodities at any future 
date that they would call for today. Gold is a less perfect 
standard, because prices reckoned in gold have fallen as the pro- 
ductiveness of industry has increased. In brief, it is assumed 
that a perfect standard is one which declines as the cost of 
producing commodities falls. Theoretically, the issue between 
monometallists and bimetallists is not materially concerned with 
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this question of fixed and declining standards. It is, however, 
often confused with that question. As everyone knows, many 
arguments brought forward today in support of a double stand- 
ard rest upon the belief that through the ‘“remonetization” of 
silver, the standard might be so affected that the prices of com- 
modities would not fall as the cost of production grew less. Mr. 
Barbour seems to accept this principle: “if labor becomes more 
efficient,” he says, ‘and commodities are more easily produced, 
it would probably be better for the world that there should be a 
corresponding increase in the production of the precious metals, 
so as to prevent the disturbance which accompanies a fall in 
prices, even when it is due to increased production of com- 
modities."* This end, many believe, perhaps with good reason, 
may be partially attained today through the remonetization of 
silver. 

We are not now concerned with the question whether or not 
gold has actually appreciated during the last fifty years. The 
question which we have to keep in mind is not historical. 
Further, as only those contracts which extend over a period of 
time can be affected by a change in the value of the monetary 
standard, the question which we are to keep in mind may be 
concretely stated thus: Is it juster that a borrower pay back an 
equivalent in goods of what he has borrowed, rather than a cer- 
tain fixed quantity of gold (supposing gold to be a standard of 
the second kind and unvarying) ? 

Granted that it is only just that a borrower fulfill the terms of 
his contract even if he loses in so doing, does it follow that he will 
lose when prices fall between the making and the maturing of a 
loan payable in currency? Let us consider a simple case where 
a man borrows $100,000 to invest in a factory, agreeing to pay 
back the money in fifty years; and suppose that prices decline 
during that period at ‘the rate of one per cent. a year, or fifty per 
cent. in the whole fifty years, in other words, that the $100,000 
will buy twice the amount of commodities at the end of the period 


*The Theory of Bimetallism and the Effects of the Partial Demonetization of Silver 
on England and India, p. 147. 
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that it would buy at the beginning of it. Does the borrower 
lose in proportion as prices have fallen? He is supposed to 
invest his $100,000 as capital and to keep it so invested during 
the whole period. During this period the prices of the com- 
modities turned out by the capital borrowed decline at the rate 
of one per cent. a year; but as prices decline the efficiency of the 
capital borrowed increases; or rather prices decline at the rate 
of one per cent. a year because the productivity of the labor and 
capital employed with the $100,000 borrowed increases at the 
rate of one per cent. a year. At the end of the period, the pro- 
ductivity of the capital has increased fifty per cent., and prices 
have declined fifty per cent. If the efficiency of the capital 
borrowed had been increased by the individual effort of the 
borrower, he would have an indisputable prior claim upon that 
portion of the product resulting from the application of his own 
individual skill and inventiveness; but in the great majority of 
cases the productivity of the capital has been increased chiefly 
through social agencies entirely independent of the borrower. 
Anyone familiar with the processes of modern industry knows 
this to be the case; each industry profits by the discoveries and 
improvements entering into all other industries. The benefit 
derived from an improved plant for making iron casting distrib- 
utes itself through all industries into which machinery enters ; 
and so of all other improvements. The effectiveness of the 
$100,000 capital borrowed is increased by the action of these 
agencies independently of the borrower. As each individual 
profits by the improvements made in his own and in other indus- 
tries, he is able to increase his output, and to lower the price of 
the commodities produced. On the supposition above made, at 
the end of the period the capital borrowed represents a produc- 
tive force twice as great as it represented at the beginning of the 
period, just as the $100,000 if it had not been invested but hid 
away in a napkin, would represent double the purchasing power 
at the end of the period. It follows that, in being obliged to pay 
back the $100,000, the borrower is not deprived of anything 
which he has produced. 
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The above example does not consider any other change in 
prices than one resulting from the increasing productiveness of 
industry. Clearly, borrowers may lose or gain by the accidental 
fluctuations in prices which cannot be foreseen, and which depend 
on the capricious moods of the money market. Fluctuations in 
prices, due to expansion and contraction of credit, are entirely 
independent of those permanent causes affecting the relative 
value of the precious metals. Such fluctuations do not depend 
upon the nature of the monetary standard, but upon the con- 
dition of the market, upon the feelings of confidence or of dis- 
trust prevalent at the time in the business world, and they must 
not be confused with changes in prices consequent upon the 
progress of the productive arts. 

One objection will be made to the inference drawn from the 
example given above, namely, that owing to the decline in prices 
of commodities the capitalist will be obliged to sell his goods 
one per cent. cheaper each year, and that, accordingly, the value 
of his capital will fall at the rate of one per cent. a year. It 
must be borne in mind, however, that the lowering in price is 
the result of improved and cheaper methods of production; 
that the capitalist sells his goods cheaper by one per cent. each 
year because the cost of their production has been lowered by 
that amount each year. The borrowed capital is so modified and 
improved by mechanical skill and inventiveness during the fifty 
years it remains in the hands of the borrower, that at the end of 
that period it turns out twice the product that it did at the 
beginning. What was borrowed was not a certain amount of gold, 
nor the power to purchase a certain amount of commodities, but 
the power to enter into the field of industry with a productive 
engine of a certain capacity, the product of labor and capital, 
and of the accumulated mechanical wisdom of society. As this 
industrial engine was so modified through social industrial pro- 
gress that labor exerted through it became more and more 
efficient, the commodities representing this productive force 
increased. Measured in commodities, the productive power, 
represented in the example given by $100,000, doubled. The 
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borrower, therefore, suffers no injustice when he is required to pay 
back a sum which represents double the amount of commodities 
it represented when he borrowed the money. 

If now we change one of the conditions of the above prob- 
lem, and suppose a monetary system which fluctuates with com- 
modities, it appears that what may for convenience be called the 
unearned increment of capital remains with the borrower. Dur- 
ing the fifty years the productiveness of the cpital borrowed 
has doubled ; and, since prices have not fallen, i..c money value 
of the product, and consequently of the capital, has doubled. 
Therefore, the borrower can pay back his whole debt with half 
his capital, keeping the other half, or the unearned increment, 
himself. 

The increase in the productive power of capital engaged in 
industry is analogous to the rise in the value of land in a grow- 
ing community. Just as the change in the value of land results 
from the growth and development of the community, and not 
entirely from the individual exertion of lessor or lessee, so the 
productiveness of capital changes through general modifications 
in the processes of production which go on entirely independ- 
ently of the borrower or of the lender. It is not contended that 
the lender of the capital has any abstract right to any increment 
which may take place in his capital owing to these general influ- 
ences. It is contended only that the borrower has no better 
claim upon the unearned increment than tlie lender, any more 
than the person renting a piece of land has a juster claim to the 
unearned increment than the owner of the soil. In either case 
there may be an injustice in allowing the gain or loss to be sus- 
tained by private parties, but justice does not demand that one 
rather than the other party should sustain the change in value. 
So long, however, as society decrees that the owner of the capital 
shall bear the risk of its depreciation, society cannot ask him to 
forego the chances of profit. 

It appears, then, that by the choice of one or the other of 
the only two possible standards, the ownership of the unearned 
increment of capital loaned is determined. As this increment is 
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an unearned increment there is as much justice in allowing the 
owner of the capital to take it as there is in allowing any 
individual to take it. 

We are, then, finally in position to answer those who assert 
that a decline in prices works injustice to those who have bor- 
rowed money, since it allows the money lender to get back an 
equivalent of more commodities than he loaned. The answer is 
that though the lender does thus reap where he has not sown, 
he does not rob the borrower’s barns, but if he robs at all, he 
robs that visionary storehouse which society has built in its 
imagination to receive unearned increments from those who 
may be disposed to separate that portion of their income 
from the rest and to hand it over to the lawfully appointed 
officers. 

It is not my purpose here to discuss how society ought to 
dispose of this increment, or whether or not society may justly 
undertake the disposal of it, but only to bring out clearly what 
is involved in the establishment of one or the other monetary 
standard, 7. ¢., in the establishment either of one which varies 
with the cost of producing commodities, or of one which does 
not so vary; and having stated what I conceive the issue to be, 
I wish to take up another matter involved in the choice of a 
standard. 

It is often urged that declining prices make the times hard 
and cause a stagnation in business; and that a reaction upon 
wages causes them to decline also. 

That a cheapening of the processes of production in any one 
industry may cause temporary over-production in that industry, 
and a consequent decline in prices and wages, is not only true, 
but has been asserted over and over by economists. This con- 
dition, however, can last only till a readjustment of labor and 
capital follows the modification of the processes of production. 
Such transition may be accompanied with great distress when of 
a sudden and revolutionary character, and it is not umcommon 
to charge the entire catastrophy to low prices. It will be seen, 
however, upon a moment’s reflection, that the low prices here 
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which cause distress are the result, not of cheaper processes of 
production, but of a temporary and special over-production. 
When labor and capital have adjusted themselves, prices of the 
commodities affected may be permanently lowered, not only 
without causing distress, but to the advantage of all who buy the 
cheapened commodities, and without a lowering of wages or 
profits. The capitalist can afford to sell his goods cheaper 
because it costs less to produce them. It is clear then that the 
temporary distress arises, not from a lowering of prices, but from 
misdirected production, and that it would in no way be alleviated 
by any manipulation of the currency which should prevent prices 
from falling. It is absurd to suppose that there is any given 
level of prices at which alone capital can obtain its permanent 
and usual profit. 

Declining prices do not, then, necessarily cause a decline 
either in wages or in profits; it is indeed probable that in almost 
all cases a decline in prices has an effect upon wages directly 
the opposite to that which it is commonly supposed to have— 
that declining prices may tend to keep real wages from falling 
during transitional periods. That society as a whole receives 
benefit from each improvement in the arts of production, needs 
no demonstration here; that each benefit conferred will require 
time to spread itself throughout all grades of society, is equally 
clear. The introducer of improved processes is first benefited, 
and as other employers adopt the improvement they come in for 
a share of the benefit; as the improvement becomes general the 
benefit is shared by society at large. Real wages will be raised 
either through a rise of money wages, prices remaining constant, 
or, if prices fall, through a fall in prices. In the one case the wage- 
earner receives no benefit until he has obtained an advance in his 
money wages. In the other, he receives benefit immediately as 
prices fall, and without having to wait for an advance in his 
money wages. When prices remain fixed and the advance in 
real wages must come through an advance in money wages, so 
long as the employer can stave off that ,advance, so long is the 
laborer shut out from his share of the increase in the product. 
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Naturally the employer will use his utmost efforts to prolong the 
period between the introduction of the improved process and the 
advance in wages, and the condition of fixed prices offers him 
every opportunity to do so. On the other hand, when prices 
fall, real wages rise because money wages are not reduced. The 
wage-earner thus receives the benefit of the inertia which tends 
to keep money wages unchanged. 

It has not been the purpose of the above discussion to solve 
any of the many problems with which monetary legislation has 
to deal, but only to state clearly some of the conditions of these 
problems. Among other conditions the following: that legisla- 
tion does not and cannot select the standard of value commonly 
employed in business transactions, that standard being selected 
in the open market by those immediately interested, 2. ¢., business 
men; that the question involved in the choice of a standard of 
deferred payment is the decision as to individual ownership of a 
certain portion of the “unearned -increment” of society; and, 
finally, that a decline in prices accompanying a cheapening of 
the cost of production is not an evil, but that it tends to secure 
to the laborer at once benefits which, if prices remained fixed, 
he could secure only through effecting a rise in money wages— 
that such a rise must follow improvements which lower the cost 
of production slowly if at all. 

In the light of the above conclusions, 1 wish to examine 
briefly some of the propositions brought forward today directly 
for the mending of our monetary system, indirectly for the 
securing of all things desirable. 

Proceeding from the simplest to the more complex, these 
propositions arrange themselves as follows: (1) That the gov- 
ernment issue enough paper money to give employment to all 
who may at any time be out of work (usually coupled with the 
demand that the government loan this currency at a low rate of 
interest to debtors); (2) that the government coin silver in 
unlimited quantities free of charge; (3) that the government 
coin silver at a fixed ratio to gold, above the market ratio. One 
principle, or rather, one idea, or feeling, underlies these several 
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propositions —the idea that money ought to be cheaper, or more 
precisely, that prices ought not to fall. 

That this idea of cheap money lies back of the proposition 
for an issuance of unsecured legal tender paper, is clear to every- 
one, and is put forward as the glory of the thought by those who 
urge the proposition. It accordingly needs no demonstration. 

That the same idea, somewhat masked and confused with 
another idea, and asserted often negatively rather than positively, 
underlies the proposition for free coinage of silver is also clear. 
If to some supporters of free coinage the idea of cheaper money 
presents itself in the assertion that gold has appreciated, still the 
majority of free coinage men wish free coinage in order to bring 
in depreciated silver, and in either case the demand, whether neg- 
atively or positively stated, resolves itself into a demand for 
cheaper money here also. 

Upon its face the third proposition bears no connection with 
the demand for cheaper money ; actually, however, the demand 
for a legal fixing of the ratio in which gold shall exchange for 
silver, either through national action or through international 
agreement, has grown out of the same feeling which has inspired 
the two above mentioned propositions, since the ratio to be estab- 
lished is not the market ratio, but one more favorable to silver. Here, 
however, the idea takes its firm stand upon the negative basis 
that gold has appreciated. 

As the demand for a double standard is based thus upon 
the assertion that gold has appreciated, it is necessary for those 
who make that demand to prove (1) that such an appreciation 
has really taken place, and (2) that that appreciation has been 
brought about by an increasing demand for the metal for mone- 
tary uses. 

These propositions are, however, usually taken for granted. 
It is assumed at the start that gold has appreciated. Not that 
the idea of appreciation means anything very definite, nor that 
anyone really knows how much gold has appreciated, nor that 
there is any way of finding out whether it has done so or not. 
Of course no intelligent man today attributes the entire fall in 
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prices to the appreciation of gold. No one can calculate the 
cheapening effects of the improvements in industrial processes. 
Of the centralization of industries and the accompanying division 
of labor, of the introduction of such forces as electricity—the 
effects of these modifications everybody knows to be incalculable. 
But the argument about improved processes is heard so often 
that as an explanation of the fall in prices, it is really getting 
tiresome from repetition, and it does seem as though ordinary 
ingenuity ought to suggest something new in place of this thread- 
bare and prosaic assertion—it certainly has not the fetching 
qualities of the cheap-money-and-enough-for-all idea. Unfor- 
tunately, however, these cheapening influences have to be taken 
into account, and unless they are denied, they seriously invalidate 
the theory that gold has changed rather than commodities. 

The appreciation of gold, having been assumed to have taken 
place, is further assumed to have been caused by an increasing 
demand for gold for monetary purposes. One familiar with the 
modern methods of effecting exchanges will find it difficult to 
understand just how this increased demand has been brought 
about. When it is borne in mind that only four or five per cent. 
of the world’s exchanges are effected by the actual transfer of 
gold, it is not easy to perceive how any even very considerable 
increase in the amount of those exchanges can have created a 
new demand upon gold sufficient to raise the value of the whole 
quantity of gold in existence to an extent in any way comparable 
to the amount of appreciation assumed to have taken place. If 
any evidence is needed to prove that there is no pressing 
demand for more gold currency, it can be found in the very fact 
put forward as an evidence of the scarcity of gold, 2. ¢., that the 
consumption of gold in the arts almost equals the annual pro- 
duction of the mines. It goes without saying that the total 
amount of gold produced each year is each year consumed 
in one way or another; which is only saying that the gold 
produced is not thrown away but used. The amount of gold 
required for consumption in the arts is not, however, a fixed 
quantity. The consumption of gold in the arts, perhaps, more 
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than of any other commodity, is a matter of choice, and the 
amount consumed may vary indefinitely. If there were need 
for more gold currency, a portion, at least, of the new product 
would be sent to the mints for coinage. It does not seem 
to have occured to those who are anxious about the scarcity 
of gold that the reason so much gold is consumed in the arts 
is that it is not wanted in the form of money; that gold as 
a means of effecting exchanges has been supplanted by the use 
of checks and credit, and by other forms of representative 
money. It is a mere commonplace that “in commercial 
countries the standard of value is no longer the instrument by 
which exchanges are effected, symbols in great measure taking 
its place.” Petty exchanges are effected chiefly by the transfer 
of paper and subsidiary silver coin, and larger operations chiefly 
upon a credit basis. Consequently the quantity in circulation of 
that metal which fixes the standard need not increase in any fixed 
proportion to the development of commerce and industry. And 
here it may be pointed out incidentally that the mere-fixing upon 
gold as a standard of value does not necessarily alter the rela- 
tive quantities of gold and silver in circulation. In those coun- 
tries which have adopted the gold standard, silver still circulates, 
as it always has done, as subsidiary currency. Granted, then, for 
sake of argument, that gold has appreciated, that appreciation 
cannot be explained by any increased demand for gold for use 
as money, and if the appreciation cannot be explained by an 
increased monetary demand, it could not be allayed by a relaxa- 
tion of that demand. 

Further, the annual output of gold is not falling off. In the 
current (April) number of the Quarterly Journal of Economics* 
President Andrews speaks of “the considerable new output of 
gold the past year, nearly certain to continue a decade or two,” 
and of the improved methods of mining gold, which makes it 
possible today to work mines at a profit that could not under 
former methods be made to pay. President Andrews does not 
think this a sufficient guarantee that the output of gold may 


*p. 324. 
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not fall off in the future; and it certainly is not such a guarantee. 
The increase in the annual output of gold has always depended, 
as it does today, upon the opening of new mines and the appli- 
cation of new processes of mining. The annual output of gold 
was greatly increased about the middle of this century. It is 
today about double what it was prior to 1850, and there is no 
evidence that the annual supply is about to fall off. On this 
side, therefore, the idea that gold is becoming scarce does not 
seem substantiated. 

As applied to prices, moreover, there appears to be a deeper 
fallacy underlying the assumption that gold is becoming scarce, 
namely, the belief that prices vary with the quantity of gold in 
circulation. The immense credit deposit accounts in the banks, 
and the very general use of checks and notes and of silver, make 
it clear that gold is but one element in price. No definite amount 
of gold is required to transact a given amount of business. The 
actual amount of gold required to transact business in any com- 
munity depends upon prejudices and customs and methods of 
trading. Where the banking system is highly developed a small 
quantity of coin suffices; where there is no such system and 
where the people are unwilling to accept paper, there gold must 
be used. In our own country, gold has been largely supplanted 
by the use of various forms of what may be called representative 
money. This is a matter of business convenience. To con- 
nect the fall in prices which characterizes the closing decades 
of the century with the small amount of gold entering into 
exchanges in any relation of cause and effect is a complete 
non sequitur. 

The above considerations are some of the reasons for believing 
that gold has not appreciated owing either to an increased mone- 
tary demand for it, or to changes in the annual output. Taken 
in conjunction with the influences which have been at work upon 
silver, especially the great increase in the annual output of that 
metal, the commercial world seems quite justified in its opinion 
that it is silver which has changed during the last twenty-five 
years and not gold. 
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The proposition to remonetize silver at a ratio to gold higher 
than the market ratio is, therefore, a proposition to lower the 
standard of value. It is a proposition so to readjust the mone- 
tary system as to do away with the decline in prices which has 
accompanied the increasing productiveness of industry. Like 
the propositions for free coinage of silver and for the issuance 
of legal tender paper, it is a proposition for cheap money. 

It is the thought of cheap money that has sustained our 
crusading “industrials,” and has enabled them to undergo the 
hardships of a long tramp to Washington. The thought is one 
which any one who is unprejudiced can comprehend; it appeals 
alike to the simple and the wise, to dealers in patent medicines, 
politicians, and to newspaper correspondents, and to every econ- 
omist, practical or theoretical. What can be plainer than that 
we want more money than we have, and that the easiest way to 
get it is to make as much as we want, or if we cannot do that, 
at least make money as cheap as we can? Of course everyone 
knows that it is not money that we want, economists are all 
right in saying that it is what money will buy that we want; but 
they cannot all of them see how it is that if money is cheap 
prices will rise, and wages very soon follow, and that although 
we may have to pay more for what we get, yet somehow we 
shall be better off. 

The several propositions made for cheapening money differ 
from one another in that there is no common agreement as to 
just how cheap money ought to be. There are those who would 
cheapen it by an issue of paper, others by free coinage of 
silver, others still by a lowering of the ratio of gold to silver; 
but all agree in condemning a monetary system under which 
prices fall, and all demand such a system that prices shall not 
fall—in other words, all agree in preferring what I have called a 
declining standard. In view of this demand as made today, 
several observations are in point: (1) It is based upon the 
assumption that the government selects and maintains the stan- 
dard of value and that the government can impose any standard 
it may select upon the business world. We have had abundant 
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evidence that the government has power greatly to interrupt the 
course of trade by threatening to change the value of the dollar ; 
but that the government can in any considerable degree effect 
the value of the gold entering into the dollar, or can force the 
business world to cease drawing contracts payable in gold, is an 
entirely unwarranted assumption. It may be observed further 
(2) that the demand for a declining standard is not based upon 
a recognition of the real issue, namely, the determination of 
the question which of the parties to a contract for future pay- 
ment shall retain possession of that increment to capital resulting 
not from individual exertion and skill, but from social progress. 
And, finally (3), it is assumed that industrial prosperity depends 
upon the maintenance of high prices, high money wages, high 
money profits. Clearly, however, as high real wages and profits 
can be earned where prices are low as can be earned where 
prices are high. It has been pointed out that where prices 
fall as the productiveness of industry increases, the corres- 
ponding rise in real wages is more naturally and speedily brought 
about than where prices of commodities do not so fall. Plainly, 
too, money and prices are not the cause of prosperity. The most 
perfect monetary system cannot, inthe absence of certain con- 
ditions, secure prosperity ; but nothing is surer than that business 
operations may be seriously inhibited by threatened changes in 
monetary legislation. When such changes are made party issues 
and are based on principles of party policy rather than on sober 
and scientific investigation, the extent to which business may be 
disturbed is incalculable. 
Joun CumMInGs. 
UNIVERSITY OF CHICAGO. 














THE HOMESTEAD STRIKE. 


SUFFICIENT time has elapsed since this famous contest to per- 
mit of a somewhat dispassionate view of the principles at issue,— 
principles that will continue to greatly affect the labor move- 
ment. The attempt here made to present the causes and some 
of the results of the Homestead strike will be based upon the 
official investigations of the United States House of Representa- 
tives? and of the Senate,? as well as other fresh material believed 
to be reliable. Where not otherwise stated the facts presented 
are taken from the above sworn testimony. 

On the one side was the Carnegie Steel Company, Limited, 
organized under the partnership law of Pennsylvania as a part- 
nership, not as a stock company. On the other side was the 
National Amalgamated Association of Iron and Steel Workers 
of the United States. The former, employing about 13,000 men 
in various steel and coke works in and near Pittsburgh, is by far 
the largest manufacturer of steel rails in the country, while that 
part of the plant located at Homestead, a city of about 10,000 
inhabitants,? a few miles above Pittsburgh, on the Monongahela, 
has the best equipment in the United States, if not in the world, 
for the manufacture of the structural steel now so largely used 
for bridges and fire-proof buildings. That part of the Homestead 
plant devoted to the manufacture of armor plate is also probably 
unexcelled, even by its great rival at Bethlehem, Pennsylvania. 

The capital of the company is $25,000,000, and Mr. Frick 
estimates the value of the Homestead plant, aside from the forty 
acres of land, at between $5,000,000 and $6,000,000. There is 
no hesitation, among such large dealers in steel as the writer has 


*LII. Congress. 2nd Session, Report, No. 2,447. 
*LII. Congress. 2nd Session, Report, No. 1,280. 


3In 1890 the foreign born were 31 per cent. and those of foreign parentage 62 
per cent. of the 7,911 population. 
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been able to meet, in placing the profits of this company during 
each of the last few years before the strike, among the millions 
of dollars, while many competitors, with inferior equipment and 
management, are being forced to the wall. 

On the other side was the Amalgamated Association of Iron 
and Steel Workers of about 24,000 members, with 292 lodges in 
the eight districts of the territory lying between Philadelphia, 
Chicago, St. Louis, and Birmingham, Alabama. In this territory 
there are supposed to be, according to the secretary of the union, 
about 35,000 skilled iron and steel workers, two thirds being 
American born. Four dollars a week strike-benefit is usually 
paid by the association, beginning with the fourth week of a 
strike. A reserve of $25,000 is usually maintained. There are 
no other benefits payable from the treasury of the national coun- 
cil, such as for the sick and the unemployed, although the prac- 
tice of paying such benefits exists in other American unions of 
equal age, and has been steadily increasing. 

The National Amalgamated Association was formed in 1876 
from a union of three organizations connected with different 
branches of iron and steel manufacture. One of these, the Sons 
of Vulcan, introduced in America in 1865 the idea of the sliding 
scale of wages, according to the selling price of the product, an 
idea worked out with much success by the Amalgamated Asso- 
ciation." The. members do not refuse to work with non-union 
men. They are usually able to adjust their scales of wages and 
other matters through committees of conference that are 
appointed in each district or mill to meet the employers. The 
fondness of the men for their union is partially explained by the 
statement of the vice-president of a Philadelphia steel com- 
pany:* ‘In the western part of Pennsylvania, in fact the whole 
of Pennsylvania west of the Allegheny, the wages of the workers 
in iron and steel mills have been excessively high, and such 


*See an article on “Amalgamated Association of Iron and Steel Workers,” by 
CARROLL D. WRIGHT, in the Quarterly Journal of Economics, July 1893. 

*A. F. Huston, of the Lukens Iron and Steel Company, in the Boston Herald, 
July 28, 1892. 
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labor in Pittsburgh and vicinity commands higher wages than in 
any place east of it. The reason for this is that the Amalga- 
mated Association is stronger in the western part of Pennsylvania 
than anywhere else.” 

Only once in twenty-six years of personal management has 
Mr. Carnegie, in a single one of his works, had any stoppage 
from strike or lockout, but when difficulties were likely to arise, 
he had shown a disposition to “sit down and wait” till.an agree- 
ment could be reached rather than to call in new men." Mr. 
Frick, however, who was one of the Carnegie company for some 
time before 1892, but only became chairman and manager in 
April of that year, testified before the House investigating com- 
mittee? that, in 1889, the company was not intending to make as 
good terms as it did with the men, but the latter frightened off 
a posse of one hundred deputies collected by the sheriff. There- 
upon one hundred and twenty Pinkertons were engaged, but 
before their arrival the then manager, fearful of destruction of 
property, made terms with the employees. 

Mr. Frick, himself, had, prior to 1892, been involved in serious 
strikes in the coke regions, where he had gained a reputation for 
hostility to labor organizations, while he testifies that the latter, 


*In 1886, he wrote in the Forum: “I would have the public give due considera- 
tion to the terrible temptation to which the workingman on a strike is sometimes sub- 
jected. To expect that one dependent on his daily wage for the necessaries of life will 
stand by peaceably, and see a new man employed in his stead is to expect much. 
This poor man may have a wife and children dependent upon his labor. Whether 
medicine for a sick child, or even nourishing food for a delicate wife, is procurable, 
depends upon his steady employment. In all but a very few departments of labor, it 
is unnecessary and, I think, improper to subject men to such an ordeal. In the case of 
railways, and a few other employments, it is, of course, essential for the public wants 
that no interruption occur, and in such case, substitutes must be employed; but the 
employer of labor will find it much more to his interest, wherever possible, to allow his 
works to remain idle, and await the result of a dispute than to employ the class of men 
that can be induced to take the place of other men who have stopped work. Neither 
the best men as men, nor the best men as workers, are thus to be obtained. There is 
an unwritten law among the best workmen, ‘Thou shalt not take thy neighbor’s job.’ 
No wise employer will lightly lose his old employés. Length of service counts for 


much in many ways. Calling upon strange men should be the last resort.” 





* House Report, p. 31. 













372 JOURNAL OF POLITICAL ECONOMY. 


largely composed in the coke regions of ignorant immigrants, 
had once broken their agreements to abide by decisions of arbi- 
trators. It must be remarked that no such charge, so far as I 
have been informed, was made against the Amalgamated Asso- 
ciation, save that, out of sympathy with the locked-out men in 
Homestead, certain men in other parts of the mills, who had just 
signed agreements for a year, joined the ranks of the strikers, 
when, on July 6th, the company refused to arbitrate or confer with 
the Amalgamated Association. Such uniting of interest among 
various branches of business of the same company, when there is 
trouble in one branch, is not admitted by most unions to be 
wrong. For instance, in the building trades of Chicago, it is 
expressly stipulated in the yearly agreements between the em- 
ployers and employees that sympathetic strikes shall not be 
considered a violation of the agreement. 

The year 1892 opened with two of the Carnegie plants 
manned by non-union men, the Edgar Thompson at Braddock, 
where the Knights of Labor had been defeated in 1888, and the 
Duquesne Steel works, bought in 1890. The Carnegie plants at 
Homestead,.and the other plants employing men affiliated with 
the Amalgamated Association, had contracts expiring in June 
and July. This had been the unvarying practice of the Asso- 
ciation, in iron and steel mills, since its beginning in 1876, except 
in the case of the steel rail works at South Chicago, to be explained 
later. 

The relations at Homestead between employers and men 
seemed friendly, and the latter had $140,000 on deposit with the 
company at six per cent., while sixty-nine workers had borrowed 
$42,796.75 at six per cent., or an average of $620 each, with 
which to pay for homes. No foreclosure had ever occurred. 
Most of the skilled labor was American, and fully two-thirds of 
the unskilled labor was of foreign birth. 

Vitally important, and fatal to the men, as the next few 
months were to reveal, was the fact that of the 2,000 men eligible 
to membership in the Amalgamated Association, less than 400 
had seen fit to join and husband strength for a wages contest. 
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Vice-President Carney of the Association says he saw the danger 
when in the spring Mr. Frick assumed control, but it was then 
too late to get more than about 800 into the union prior to July. 
The men thus went into the contest unprepared. 

We come now to the questions at issue., Early in 1892 the 
firm asked the men to present their propositions for the year 
beginning July 1. This was soon done. A moderate advance in 
wages was asked. Within about two weeks Mr. John A. Potter, 
superintendent of the Homestead works, disappointed the com- 
mittee by not conferring sufficiently with them. He presented a 
scale drawn up by the company, and told the men that they 
must get full authority to conclude an agreement before continu- 
ing the negotiations. This authority was soon obtained and the 
company was notified of that fact several weeks before June. 

“Moreover, I told them,” testified William T. Roberts of the 
employees’ comimittee,’ ‘ you can tell your people we are willing 
to make any reductions where they can show any reductions are 
necessary. We want to settle it without trouble ; don’t want a 
strike.” 

Nothing more was heard from the company until May 29, 
but during April and May a high fence, pierced with holes and 
surmounted with barbed wire, was completed about the grounds. 
The report that the wire could be charged with electricity is dis- 
proved by the lack of insulation. Gratings were put in the large 
sewers leading from the grounds, search lights were placed in 
position, and everything betokened preparation for war, or 
defense against attack. 

On May 30 came an ultimatum from Mr. Frick presenting 
his terms for the future, and requesting a decision thereon not 
later than June 24,1892. The letter, directed to Superintendent 
Potter, is as follows?: 

Dear Sir: Referring to my visit to the works this morning—l 
now hand you herewith Homestead Steel Works wages scales for the 
open hearth plants, and No. 32 and 119 inch mills, which you will 

* Senate Report, p. 205. 

? House Report, p. 23. 
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please present immediately to the joint-committee, with the request 
that its decision be given thereon not later than June 24, 1892. 

These scales have had most careful consideration, with a desire to 
act toward our employés in the most liberal manner. A number of 
rates have been advanced upon your recommendation, and the wages 
which will be earned thereunder are considerably in advance of those 
received by the employés of any of our competitors in the same lines. 
You can say to the committee that these scales are in all respects the 
most liberal that can be offered. We do not care whether a man 
belongs to a union or not, nor do we wish to interfere. He may 
belong to as many unions or organizations as he chooses, but we 
think our employés at Homestead Steel Works would fare much 
better working under the system in vogue at Edgar Thompson and 


Duquesne. 
Yours truly, 


H. C. Frick, Chairman. 


What followed is thus told by Mr. Roberts': “There was 
also a letter from Mr. Frick, stating his object in sending it, and 
he stated that ‘Unless this scale is accepted by the 24th of 
June, we intend to deal with our men individually,’ I turned back 
to the office, and I says to Mr. Potter, ‘do you think this is fair ; 
do you think this is giving us a chance to talk the matter over ?’ 
I says, ‘you people, when I was here last, told me if I would 
come back with power to make a scale, that you were willing to 
enter into negotiations and try and arrange the thing in an 
amicable manner.’ ‘I cannot help it,’ says he, ‘it is Mr. Frick’s 
ultimatum.’ I says, ‘John, I don’t think that is a square deal, 
in getting our men to give me the privilege of making an 
arrangement with your people.’ That simply cut off all con- 
ference with the Carnegie firm. We had no more chances to 
confer with them. I left the mill on the 30th of May. I worked 
on the 30th. I went to the convention after that, and I left my 
address so the superintendent of our department (who claimed 
that he was satisfied in his mind that we would have a conference 
with the firm) could telephone me to come home at a moment's 
notice. The notice never came, and on the 23d of June we sought a 


* Senate Report, p. 206. 
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conference with the firm, which lasted but a few minutes. We 
didn't do much with them.” 

Mr. Frick was not closely questioned on this point, but stated 
that prior to June 24th: “Our men have never asked for a confer- 
ence that we did not willingly agree to.”* 

Early in June the usual annual convention of the Amalga- 
mated Association was held. As to this, the then president, 
William Weihe, testified:? ‘The object and motive of the Asso- 
ciation has been for years to get the cost of labor as nearly 
uniform as possible, where the work is similar. By hav- 
ing the various representatives from various: iron and steel 
works together in one body you can get an expression of 
the price paid, and everybody agree upon a price for each 
mill that comes as near as possible to the same cost, so as 
not to have any disadvantage, or give any manufacturer an 
advantage unless he has improved machinery. The Association 
never objects to improvements. If there are improvements that 
do away with certain jobs they make no objection. They believe 
in the American idea that the genius of the country should not 
be retarded.” 

At this convention it was voted to refer the negotiations 
with the Carnegie Company to the conference committee of the 
members of the Association at Homestead. Soon after this, con- 
tracts with the Amalgamated Association as to wages and labor 
conditions for the ensuing three years, to end June 30, 1895, 
were made by the company in the Upper and the Lower Mills at 
Pittsburgh, and at Beaver Falls. On June 20th and 22nd similar 
contracts were made in eight of the twelve departments at Home- 
stead. In only four departments, employing about 900 men, 
and embracing only about 325 men whose wages it was proposed 
to reduce, was there any disagreement. With regard to these 
men the company, apparently without much explanation of the 
reasons therefor, made three demands, to be conceded by June 
24th, as follows :3 

1. Wages were to be governed by the price of Bessemer steel 

* Senate Report, p. 165. ? Senate Report, p. 195. 3 House Report, p. 19-20. 
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billets as before, but with $22 as the minimum instead of $25 as 
in the three-years’ agreement of July I, 1891, to June 30, 1892. 

2. There was to be a further reduction, averaging about 15 
per cent. in the piece or tonnage rates of wages. 

3. The contract was to expire December 31, 1893, instead of 
June 30th. 

Steel billets, of which the Carnegie plants made about 12 per 
cent. of the total American output, sold on July 1, 1889, at $27, 
and were taken at $26.50 as the basis of the scale then entered 
upon. Later they rose for a short time to $36, and fell to $25 
in January, 1892, and to $22.50 on June Ioth, rising to $23.75 on 
June 24th, possibly because of the imminence of the lockout. The 
price of steel beams had fallen 39 per cent. from July 1, 1889 to July 
1, 1892. In view of the subsequent fall in billets, until in Febru- 
ary, 1894, they were quoted at $15.50, and early in May at $16.25, 
the men would have been wise to have accepted the proposition 
of the company. But few anticipated such a fall at that time. 
When the men had their final meeting with the company on Juné 
23rd they offered to take $24, and although Mr. Frick says he 
soon left the room, believing the committee of the men too large 
for conference, he was induced by Superintendent Potter to send 
word to the committee room that the minimum could be raised 
to $23. The consequent reduction in wages from $25 as a min- 
imum would have been 8 per cent. Doubtless the wage-workers, 
in seeking to keep up the minimum, were influenced by the com- 
mon trades-union conception, emphasized in the recent English 
coal-strike, that wages should control prices much more than 
prices should control wages. 

The second demand of the company, for a reduction in ton- 
nage rates, was based on the idea that, owing to new machinery 
introduced since 1889 and other machinery to be put in later, the 
men could produce more than before, and as long as, despite 
reductions in piece wages, they still secured as much per day as 
in other mills, they could not complain. The output in May, 
1892, exceeded the monthly average of August to December, 
1889 inclusive, by 17.5 per cent. in the open hearth mills, 20.6 
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per cent. in the 32-inch slabbing mill,and 52.3 per cent. in the 
119-inch plate mill. The men held that the output in May was 
abnormal and that for a longer period, say January Ist to July 1, 
1892, it had not exceeded the output of 1889 by nearly as large 
a percentage as that above given. The men also claimed that 
the new machinery helped the employer by reducing the neces- 
sary number of workers per ton. By increasing somewhat the 
output and lessening the delays in passing from one process to 
another, the new machinery, it was said, exacted from the men 
more rapid and exhausting labor. The contest was partly as to 
who should gain by the improvements, capitalist or wage-worker, 
in a business where, through combination, patents, secret pro- 
cesses and the tariff, the consumer might expect some time to 
elapse before sucuring all of his share in the benefits of increased 
efficiency. Superintendent Potter testified* that one of the four 
mills in the contest, the 32-inch slabbing mill, had no competitors, 
and the 119-inch plate mill, with the help of the former, would 
produce fifty per cent. more than any other mill with fifty per 
cent. less labor. General Walker urges the benefit to society of 
the wage-worker’s striving through organization to get as much of 
the benefit of improvements in machinery and processes as 
possible without crippling capital.” 

Whether the retention by the men of their old tonnage wages 

* House Report, p. 126. 


?“ That, in any extensive community, where the factory and workshop system is 
highly deveolped, embracing large bodies of laborers of both sexes, of all ages except 
the very youngest, and of widely varying orders of skill, intelligence, forethought, and 
self-restraint, it is desirable, if not indeed essential, in order to secure the community 
against grave evils, that the power of resistance, on the part of individuals, to a reduc- 
tion of wages, or an increase of the hours of work, orto other unwelcome requirements 
of the master class, should be strengthened in some way or other from the outside, is 
now admitted by nearly all publicists and economists. It is felt that it is alike for 
the interest of the laborer and of the general community, and even, if rightly viewed, of 
the employer himself, that the laborer should perform a real part in fixing the rate of 
wages and other conditions of employment; that his actions should not, by his neces- 
sities and his urgent fear of losing employment, be limited to merely taking what is 
offered him ; but that he should be able virtually to dispute the ground with the employer, 
in the case of a threatened reduction, if not also of a desired advance; that he should 
be able to carry on that debate so strenuously and so long as to put the employer under 
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would have materially interfered with the development of the 
steel industry at Homestead is a question whose decision may 
seem to some to demand more data than are yet at hand. Certain 
it is, however, that all the officials of the Amalgamated Associa- 
tion testified to its being the custom of the Association to make 
large allowance for improved machinery in determining what 
are fair wages per ton." 

Much has been said about the high wages of the skilled 
workers at Homestead. Wages of $25 a day, and the custom of 
workmen riding to their work in a fine carriage, are typical 
fictions. Mr. Frick testified to the pay roll for May, 1892, in 
the four mills under discussion. Four men received from $10 
to $12.65 a day for about twenty-three days’ labor. Twelve 
received from $8 to $10, thirty from $6 to $8, eighty-two from 
$4 to $6, four hundred and forty-three from $2 to $4, and three 
hundred and thirty-five under $2, mostly $1.40. The mechanics 
and common laborers worked ten hours a day, and the three hun- 
dred and twenty-five highly skilled steel makers worked eight 
hours a day. No reduction in wages was to be made for those 
getting under $2. About equal numbers of those receiving from 
$2 to $4 were to have their wages reduced, as well as nearly all 
those getting over $4. 

The workmen, on the other hand, testified that the output, 
and therefore the wages, had been abnormally large in May, 1892, 
and that the average daily wages during the twenty-two and 
six-tenths days per month worked in the twenty-three months 
by the four men mentioned above as getting from $10 to $12.65 
was only $7.60 for three, and $7.04 for the fourth, and for the 
twenty-three getting $8 to $10, in May the normal average was 
$5.40 to $7.04 according to position, and the normal average of 
those getting $6 to $8 in May was $4.19 to $5.96. Of all the 
three thousand eight hundred employees, only one hundred and 
a strong, a very strong, inducement to yield the point, if it can be done without injury 
to his business or impairment of his capital It is for the general welfare that 
the resistance to reductions of wages should be firm and persistent, only yielding to 


an absolute industrial necessity.”— Mew Princeton Review, September, 1888. 
* See, for example, the testimony of President Weihe, cited above. 
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thirteen, it was claimed by the workers, had averaged during the 
twenty-three months ending June I, 1892, from $4 to $7.50; 
one thousand one hundred and seventy-seven from $1.68 to 
’ $2.50 per day, and one thousand six hundred and twenty-five 
14 cents an hour or less.‘ Even these wages of the skilled 
laborers are good, but the men could not see why wages should 
be cut 15 per cent. on tonnage, and 8 per cent. on the scale, 
when the profits of the employers were commonly supposed, 
even among rival employers, to be very much above the average 
of manufacturing business. To intercept in wages some of the 
benefits of improved machinery and, through restriction of the 
supply of labor, to keep day wages, and even task wages or 
earnings per unit of exertion a little above those paid in rival 
mills, seem to have been the objects of the employees. 

The third demand of the company was for the expiration of 
the wage contract December 3Ist, instead of June 30th. It was 
claimed that the company had to make contracts with customers 
in January and needed to know what wages were to be paid 
throughout the time of filling the contracts. To this the men 
replied by offering to contract for three or four or five years 
following June 30th, but claimed that the men would be at a dis- 
advantage in December in bargaining with employers, since it 
then costs more to live. Employees on a strike could not sup- 
port themselves so easily, while, since cold weather is pleasanter 
than warm for hot work in iron and steel, and since more are 
then idle in other occupations, there would be in December an 
abnormal competition for places, even at low wages. It was 
further claimed that no company connected with the Amalga- 
mated Association, and that meant most of those west of Home- 
stead, had their wage contracts expire in winter, save the steel 
rail mill in South Chicago, especially exempted by the Amalga- 
mated Association in order to meet the competition of the non- 
union rail mill at Braddock. ‘ 

On June 28th, 29th, and 30th, one part of the works after 


*See House Report, pp. 184-5. Part of the figures in the text are not directly 
quoted, but are simple computations from the testimony. 
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another was closed by the company, until on July Ist the four 
mills or departments where the scale had not been signed, were 
entirely shut down.’ 

Then came the mistake of the men, according to many news- 
paper reports of the time, in chasing out of town or into hiding, 
any who seemed ready to take the strikers’ places. The other 
departments at Homestead, even the unskilled and unorganized, 
struck out of sympathy with their locked-out brothers, and from 
the fear, as they testified, that if the wages were reduced and the 
union broken up among the others, their turn would come in 
time. On July 4th, while the 300 Pinkerton guards were pre- 
paring to leave Chicago and New York for the scene of excite- 
ment, the weak sheriff was for the first time summoned by the 
company. Visiting Homestead and obtaining from the strikers 
what he understood to be a promise of support, he the next day 
sent up a dozen deputies, who were induced by the display of 
force, though none was actually used,? to return to Pittsburgh. 
Meanwhile the works were carefully guarded from damage by 
the strikers. Even a leaky natural gas cock and main were 
repaired at the suggestion of the strikers. Such officers of 
the company as cared to enter the works seem to have been 
freely admitted,3 while the general public was excluded, and the 
foremen through persuasion and threats, said Superintendent 

* Speaking of the fateful 23rd of June, fully eight days after Mr. Frick had begun 
negotiations with the Pinkertons, and seven days before the expiration of the old con- 
tract, Mr. Weihe, president of the Amalgamated Association, for the nine years ending 
near the close of 1892, testified: “I believe if the company would have conceded to a 
conference again, and kept up negotiations until the first of July, there might have been 
a possibility of arriving at some settlement that would have been satisfactory to both 
parties. My experience has been in the past nine or ten years that very often when a 
conference took place in the beginning it looked as if no agreement could be reached, 
but when the day came upon which the scale expired, agreements were reached, and 
the work went on through conciliation. I believe, if the conference had been con- 


tinued between the 23rd of June and the Ist of July, finally some settlement would have 
been reached that would have been satisfactory to both parties.”—Senate Report, p. 197. 
* House Report, p. 67. 
3Superintendent Potter testified (House Report, p. 128) that he and his superin- 
tendents freely entered the mills on July 1st and 2nd, and on the afternoon of the 2nd he 
and some of his superintendents went to Pittsburgh. 
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Potter, were induced not toenter. Anything looking toward the 
introduction of new employees was so treated as to give good 
reason for supposing that, more perhaps through the action of the 
unskilled than of their leaders, but probably with the sympathy 
of the latter, any non-union man seeking to go to work in the 
mills would be in great danger of violence." 

In the early morning of July 6th the Pinkerton force was dis- 
covered coming up the river toward Homestead. Whistles were 
blown, guns were fired, very largely at least, high in the air, to 
arouse the people. Who fired the first shot at the opposite party 
may never be known. Captain Nordrum, who, as second officer, 
took command of the Pinkertons after the serious wounding of 
Captain Heinde, testified? that the men on shore called them 
Pinkertons, but Captain Heinde testified that the men on the boats 
were addressed as scabs, and that therefore the strikers thought 
they were fighting non-union men brought in to take their places.3 


*As a conservative editorial in the Chicago Zconomist states: “Each of the two 
classes has its vices. The capitalist uses his money to influence legislators and others 
in power; the laborer resorts to violence and intimidation.” That violence, or threats 
of it, assist in winning many strikes, while a positive hindrance to success in others 
through the effect on public opinion, is evident. Violence and the threat of it seem to 
be a comparatively unimportant factor in most of the strikes in Great Britain, and to 
be at least a steadily diminishing factor in many American trades unions. In America, 
however, it is unfortunately true that the intimidation of those who might take the 
places of strikers does not stop with social ostracism, refusal to work by their side, and 
the application of offensive epithets such as “scab,” “rat,” and “blackleg.” Any social 
class is wont to punish those it detests to that extent. But when men go beyond this, 
and use, or threaten to use physical force, government is bound to interfere. However 
great may seem to the strikers the provocation—and it has nowhere been better 
expressed than in Mr. Carnegie’s words in the Forum above quoted—law and order must 
be preserved. A strong state force should have been at once collected at Homestead. 

? Senate Report, p. 147. 

3Mr. Hugh O’Donnell, who was elected chief of the strikers’ advisory committee 
by the members of the Amalgamated Association, the Knights of Labor, and the still 
larger number of those belonging to no organization, writes what is probably the real 
fact: “ The strikers thought that, as there were two barges, one contained scabs and 
the other their Pinkerton guard.” He also says that a German among the Pinkertons 
told him after their surrender that he was an old iron worker, and that, like many 
others of the 300, he had been engaged to work in the mills. Probably the chiefs of 
the Pinkerton force would deny this latter point, which was not referred to in the 
official investigations. 
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Mr. O’Donnell also asserts that to avoid trouble an effort had 
been vainly made by the advisory committee to keep the people 
away from the river. 

The sheriff of the county had placed a deputy on the barges, 
who was supposed by the guards to possess the authority and 
will to deputize them when necessary, but he never did so. When 
the firing on shore began, whether in the air or at the barges, 
the guards took out rifles that had accompanied them from Ohio, 
boxed as freight, and began firing at the shore. 

The Chicago Tribune, July 8, gavea list of two Pinkertons and 
nine workmen dead, and a large number injured. One need not 
here dwell in detail on the grounds of the hesitation of Captain 
Nordrum and his men to fire into the crowd of men, women and 
children, and storm the works at great danger to both sides, 
though urged by Superintendent Potter, who was on one of the 
barges, to make another rally,” nor on the inhuman treatment of 
the disarmed Pinkertons by the women and the more brutal of 
the mob, while the members of the Amalgamated Association 
were trying to escort the prisoners to a safe place. The men 
were legally and morally wrong in resisting the entrance of 
guards upon the property of the company.” 

On the day of the battle at Homestead, July 6, President 


* Senate Report, p. 144. 


2 Mr. W. T. Roberts, one of the men, speaks as follows in explanation of what took 
place: “It is almost impossible to tell people that have never been in labor circles, 
just how the laboring man feels under certain conditions. Now, the men at Home- 
stead were in a peculiar condition. The most of them at Homestead had started to 
build their own little homes. Some of them had them about half paid for under the 
conditions that existed prior to this time. They were allowed to enjoy the privilege 
of belonging to their association, and they also knew from experience that their 
organization was the only thing, in the first place, that enabled them to accumulate 
sufficient to build their homes, and, I suppose, in a great many cases people up there 
had started to build their homes, and probably had them about half paid for, and then 
to be denied the privilege of belonging to an organization that had done so much for 
them, as they thought, and, on the other hand, to be forced into accepting a reduction 
that they didn’t think was right or just at that time, and then to be confronted with a 
gang of loafers and cut-throats from all over the country, coming there, as they thought, 
to take their jobs, why, they naturally wanted to go down and defend their homes and 
their property and their lives, with force, if necessary.—Senate Report, pp. 210-211. 
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Weihe of the Amalgamated Association, who had not been at 
Homestead on that day, tried to prevent further trouble. Mr. 
Frick said :* 

“A leading ex-official* in the Amalgamated Association, yesterday, 
when this rioting was going on, called on the sheriff, and, I am informed, 
asked him to come down to see me, stating that if he could get a 
promise that we would confer with the representatives of the Amalga- 
mated Association looking toward an adjustment of this trouble, that 
he would go to Homestead and try and stop the rioting.” 

“Did you consider his proposal ?” 

“No, sir. I told the gentleman who called that we would not 
confer with the Amaigamated Association officials. That it was their 
followers who were rioting and destroying our property, and we would 
not accept his proposition.2 Atthe same time this representative of 
our former workmen said that they were willing to accept the terms 
offered, and concede everything we asked except the date of the 
termination of the scale, which they insisted should be June 30, in 
place of December 31.” 


On July 1oth, the militia were called out, after repeated requests 
by the sheriff, and failure to secure deputies. On the 11th, 
7,000 troops arrived and remained about a month. One regi- 
ment staid much longer. On the 18th warrants were issued for 
the arrest of Hugh O’Donnell and two others for murder. The 
strike spread to other of the Carnegie works, both union and 
non-union, thus breaking the agreement just made for the com- 
ing year. 

In this connection there are certain hitherto unpublished 
facts to be taken into account. On the first Sunday (July 17th) 
following the arrival of the militia at Homestead, two gentlemen, 
prominent in labor circles, came to Homestead and urged Mr. 
O’Donnell, chairman of the Advisory Committee, to go to New 
York and secure, if possible, the intercession of some prom- 

* House Report, p. 32. 


*Mr. Weihe did not become an “ex-official” until a little later, though his resig- 
nation, to take effect in a few weeks, had already been accepted. 


3 The only property destroyed seems to have been a small portion of the fence, 
torn down on the day of the Pinkerton battle. 
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inent man, for the purpose of inducing Mr. Carnegie to order 
Mr. Frick to re-open conference with the men. On the unani- 
mous vote of the Advisory Committee, Mr. O’Donnell set out. 
On reaching New York and consulting with a few labor leaders 
it was decided to approach Mr. Whitelaw Reid, who as candidate 
for the Vice-Presidency on the Republican ticket was assumed 
to be interested in maintaining peace in a tariff-aided industry. 
In the office of one of the editers of the Mew York Tribune 
the letter given in the note below was dictated by Mr. 
O’Donnell, but dated from Homestead and dated back a couple 


days.” 
Mr. O’Donnel] states, as did President Weihe, on July 6th 
that there was “ no dispositiop on the part of the employees to 


2 HOMESTEAD, PENN., July 16, 1892. 
Hon. WHITELAW REID, New York, N. Y. 

Dear Sir :—I address you in behalf of the 12,000 inhabitants of Homestead, 
Pennsylvania, In their name I ask that you interest yourself in the unfortunate con- 
troversy still pending between them and the Carnegie Steel Company, by whom the 
majority of the adult population of the town is employed. 

In presenting this matter to you I have no desire to dwell upon the merits or 
demerits of the conflict. I am looking toward the future, not the past. With the past 
I assume you are fairly well-informed; sufficiently well, at all events,to make it 
unnecessary for me to supplement your knowledge at this time. It would be foreign 
to my purpose to do so. I simply therefore lay before you the situation as it exists 
today. 

A borough, not only one of the most prosperous in Pennsylvania but in the entire 
Union, whose population represents to the highest degree the thrift, industry, intelli- 
gence and morality—in short, the best tendencies of the American people, is at present 
practically under martial law. The entire State Militia, numbering 8,000 or more, 
are in control of the place at an expense to the commonwealth of $22,000 a day. The 
spirit of peace and progress has been supplanted by one of intense bitterness and dis- 
content. It is in the interests of no one that this state of affairs should continue; that 
it should not, there is but one, and only one, course to pursue. I say only one, and I 
speak advisedly. That course is an honorable settlement on the lines that I shall 
presently indicate. , 

But before submitting my proposition permit me to say a word in reference to the 
course of procedure which appears to be in the minds of the Carnegie Company. I 
mean their express determination to put non-union men at work in the places of our 
people by the aid of the State authorities. I am not going to discuss the question of 
the right of the Company to do so. I simply want to point out the practical effect of 
that action, which in my judgment may be briefly summed up in the statement that it 
will precipitate an unending internecine strife at Homestead. It must be borne in 
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stand upon a question of scale, or wages, or hours, or anything- 
else.” All that was wanted was a “re-opening of the conference 
doors.”’* 

Mr. O’Donnell, having been charged by the Carnegie officials 
with murder in connection with the events of July 6th, hastened 
back to Homestead on the promise that Mr. Reid would cable 
Mr. Carnegie. Mr. O’Donnell surrendered to the authorities 
and was held in prison five days. Then (July 25th) he was 
released on $10,000 bail. Meantime Mr. Reid, in response to 





mind that a majority of the present employees own their own homes. All their 
interests centre there, and they will never surrender them without the most determined 
effort, and one that will be made regardless of all that can be said or done to the con- 
trary. In brief, owing to the peculiar conditions of this strikc which I have indicated 
here, the trouble will, in my judgment, only begin in earnest when the mills are set 
going by the men who will take the places of the old employees. 

I am sure that you agree with me in saying that it is not desirable to have this 
come to pass. It is not desirable that the present situation should continue, nor is it 
desirable that the men who have by years of patient toil acquired a little homestead 
should be cut off from their employment if it can be prevented in any honorable way. 
It can be prevented easily and without the sacrifice of honor or dignity upon either 
side. How shall it be done? Simply let the Carnegie Company recognize the Amal- 
gamated Association by re-opening the conference doors, and I have no hesitation in 
saying that when that is done the end of the strife is at hand. I am warranted in say- 
ing that there is no disposition on the part of the employees to stand upon a question 
of scale, or wages, or hours, or anything else. The spirit that dominates them is 
conciliatory in the extreme, for they deplore the recent sad occurrence as much as any 
other class of people in the whole country. I assure you that they will do all in their 
power to bring about a re-establishment of harmonious relations. 

I ask you to interest yourself in this matter because I believe you are in a position 
to render more effective service than, perhaps, any other man in this country. I do 
not think that it is necessary for me to dwell upon this point, nor state the reasons why ~ 
this is true. That it is true is sufficiently clear to my mind to cause me to ask yous 
do what you can in every honorable way to bring about an amicable settlement. 

My appeal is not in the name of any political party, nor in the name of organized 
labor, but for the sake of the men, women and little children that make up our 
present distressed community. 

Sincerely and respectfully yours, 
Hucu O'DONNELL. 


* The information here given on this point is derived not only from Mr. O’Donnell, 
but also from very high and absolutely reliable authority entirely disconnected with the 
Carnegie Company or with organized labor. Inquiries addressed to the Carnegie 
Company have brought no reply. 
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Mr. O’Donnell’s letter cited above, had applied to Mr. Frick for 
Mr. Carnegie’s address in order to telegraph him—Mr. Carnegie 
being at that time absent in Scotland and his address not being 
known to any one in this country except his business associates. 
Mr. Frick refused to give the address; whereupon Mr. Reid 
obtained it from our Consul General in London, John C. New, 
and then cabled Mr. Carnegie, urging a speedy and amicable 
settlement. An answer was received by cable from Mr. 
Carnegie, in which he accepted the terms proposed by Mr. 
O’Donnell and urged that Mr. Frick be seen immediately with a 
view to effecting the settlement." 

By this time the New York anarchist, Alexander Berkman, 
without the knowledge or countenance of the strikers, had made 
his attempt on Mr. Frick’s life (July 23), so that when the 
gentleman who undertook the mission of reconciliation reached 
Mr. Frick he found him confined to his bed with the injuries he 
had sustained. My informant (whose name is withheld) goes on 
to say: ‘Mr. Frick was obdurate. He refused to consider the 
matter at all, denounced the strikers as assassins and declared 
that if Carnegie came in person, in company with President 
Harrison and entire cabinet, he would not settle the strike.’’* 

Mr. O’Donnell writes: ‘Thus it would seem'that the bullet 
from Berkman’s pistol, failing in its foul intent, went straight 
through the heart of the Homestead strike.”3 Disclaiming the 
idea of having intended to make political capital out of the New 
York trip he asserts the purity of his motives.‘ 


* Copies of these cablegrams can not now be obtained. 


* My informant adds: “There is a well-defined rumor that since Mr. Carnegie’s 
return he has written Mr. Reid expressing regret that Mr. Frick did not agree to 
O’Donnell’s proposition as forwarded to Mr. Reid.” 


3Mr. Frick’s previous refusal, July 7th, to confer with President Weihe and the 
strikers, as well as his refusal to give Mr. Carnegie’s address to the editor of the New 
York 7ribune, throws some doubt on the probability of Mr. Carnegie’s order being 
followed, even if Berkman had not made his attempt. 

4 He says, in a letter written in February, 1894: “ Believe me, I was actuated but 
with one desire, and that was the happy termination of our troubles, and to have 
restored to our own prosperous little borough a peace and repose that had formerly 
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On July 27th the works re-opened under military protection, 
with about 700 new men at work, a few of them, according to 
press reports of the time, well educated graduates of technological 
schools, attracted by the supposedly high wages which they 
could soon earn. Even fifty or more negroes were employed. 
Although many could not do the work required, larger and larger 
numbers made the attempt. By September Ioth, all of the 7,000 
troops, save one regiment, had been withdrawn. On November 
17th and 18th the striking mechanics and laborers returned to 
work, and on the 20th the Amalgamated Association declared 
the strike off. The sympathetic strikes in most of the other 
mills ended at the same time; that at the non-union Duquesne 
works had collapsed in August. Most, but not all, of the older 
men were taken back. Several thousand dollars of financial 
assistance was contributed by individuals and trades unions dur- 
ing the strike. That which did apparently the most effective 
service was spent in the legal defense of some of the strikers. 
For this purpose the American Federation of Labor received 
$7,043.66, from over 300 unions, but found it necessary to spend 
only $3,564.96. 

The action of July 6th, and events connected therewith, led 
to 163 indictments for conspiracy, aggravated riot, treason, and 
murder, but no convictions followed. Only a few were tried. 
Bail was accepted in the case of all, save Messrs. O’Donnell, 
Critchlow, and Clifford. These three, after six months’ imprison- 
ment, were acquitted of some of the charges, and released on 
bail on the others, while countercharges of the men against the 
Carnegie officials and the Pinkertons were not prosecuted. It is 
well understood that the charges against the men will not be 
pressed to trial. While the Grand Jury in October were con- 
sidering the charges against some of the strikers, Chief Justice 
Paxson instructed the jury, in a charge which seems to the writer 
to be more in accord with old English than with American 
precedents, that the forcible assumption of the functions of 


blessed its humble homes. Mine has been the sacrifice. Today, in reward for my 
efforts, I am misunderstood and maligned by the unthinking crowd—a modern Ishmael 
doomed to wander in the desert of ingratitude.” 
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government by the strikers early in July was treason, because it 
was a “levying of war against the State.’’* 

Early in 1893 two men, somewhat prominent in connection 
with the strike, were convicted and imprisoned on the charge of 
causing the death of some of the non-union men by poisoning 
their food, but no one has maintained that most of the men or 
of the advisory committee were privy to or endorsers of this 
awful crime. 

Mr. Frick testified that the strike cost the men in wages dur- 
ing its 143 days, about a million dollars, while the loss of the 
company is not given. It-is known, however, that it must have 
been heavy. The cost to the State, writes the State Treasurer, 
was $440,246.31. 

The result of the strike upon wages at Homestead since 1892 
is hard to determine.? The industrial depression would probably 


* His charge is quoted in Senate Report, pp. xvii-xix. A portion is as follows: “A 
mere mob, collected upon the impulse of {the moment, without any definite object 
beyond the gratification of its sudden passion, does not commit treason, although it 
destroys property and takes human life. . But when a large number of men arm and 
organize themselves by divisions and companies, appoint officers and engage in a 
common purpose to defy the law, to resist its officers, and to deprive any portion of 
their fellow-citizens of the rights to which they are entitled under the constitution and 
laws, it is a levying of war against the State, and the offense is treason 

“ Where a body of men have organized for a treasonable purpose, every step which 
anyone of them takes, in part execution of their common purpose, is an overt act of 
treason in levying war. Every member of such usurped government, whether it be an 
advisory committee, or by whatever name called, who has participated in such usurpa- 
tion, who has joined in a common purpose of resistance to the law and the denial of 
the rights of other citizens, has committed treason against the State. While the grava- 
men of this offense is the design of overturning the ‘government of the State, such 
intention need not extend to every portion of its territory. It is sufficient if it be to over- 
turn it in a particular locality. And such intent may be inferred from the acts committed.” 


?No word could be obtained from the Carnegie company as to the truth or falsity 
of the following table of reductions of wages of the skilled labor stated by Mr. O’Don- 
nell to have been made in the 119-inch plate mill since 1892. He claims that no improved 
machinery has been introduced there in the last two years. The figures relate to rates 
per ton of 2240 pounds. 

1889-92 Oct.,’92 Feb.,’94 | 1889-92 Oct.’92 Feb.’94 
Roller - - - 14 c¢. 12.1§c. 6 c. | Hookers - - - - 85 c. 6.08c. 2.72c. 
Screwman - - 11.5 9.55 37 | Heater’s Helper - 7.5 485 2.27 
First Shearman 13 9.85 4.09 First Leader - - 7.75 5.21 2.95 
Second Shearman 8.5 6.8 3.41 Second Leader- - 7.25 4-47 2.56 
Tableman - - 10. 6.94 3.2 | Shearman’s Helpers, 5.50 347 62.27 
Heater - - - II. 9-55 5.25 
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have led to some reductions, though, it is true, strong unions 
have entirely prevented this in the Chicago building trades, in 
cigar making, and in many other occupations. 

The Amalgamated Association of Iron and Steel Workers 
was so much reduced in numbers and strength, as a result of the 
Homestead defeat, that it has been obliged to allow many com- 
petitors of the Carnegie company to reduce their pay per ton to 
the Homestead level, although, by reason of poorer machinery, 
these rates would not give their men the same day wages. This 
has in turn, according to statements made by officers of the 
Amalgamated Association, been made the excuse for still further 
rate cutting by some of the best equipped plants. Yet these 
troubles do not seem to have greatly affected the wage scale in 
mills not competing with the Homestead products, such as tin 
and sheet mills. The yearly scale was amicably adjusted at the 
beginning of July, 1893, between the trades union and the twenty- 
three companies in the Iron and Steel Sheet Manufacturers’ Asso- 
ciation, who, with about as many smaller concerns that follow 
the wage scale of this Manufacturer’s Association, employ 
12,000 to 15,000 men.*_ The official statement given out by the 
secretary at the close of that conference may indicate what a 
more conciliatory spirit than Mr. Frick’s might have done at 
Homestead in negotiation with this same association in June 1892 : 

The scale on sheet and tin mills was signed this morning at 1 
o’clock. The scale as arranged is practically the same as that in force 
last year. A few adjustments have been made that are equally advan- 
tageous to both parties. The sessions of this conference have been very 
pleasant. The disposition on the part of both was clearly that of acting 
justly. All felt that mutual interests were at stake, and the business- 
like manner in which the conference was conducted is highly creditable 
to all concerned. When the scale had been signed, President Garland 
spoke appropriately of the friendly feelings existing, and was followed 
by Mr. McMurtry, who complimented the Amalgamated Association 
committee for the very acceptable manner in which they had conducted 
their negotiations. A very satisfactory tariff resolution was readily 
agreed to. 

"See the St. Louis Age of Steel, July 8, 1893. 
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Whether the thoroughness of the defeat of the union at 
Homestead will do more to weaken unionism than the costliness 
of the defeat to the employer will do to deter others from similar 
contests ; whether the Homestead defeat was a Bull Run or a 
Waterloo is hard to determine. The cause of organized labor 
was greatly aided by the occurrence of strikes in a protected 
industry just before a presidential election fought on tariff lines. 
This led many Democratic papers to champion the cause of the 
men against so-called “tariff protected barons,’ while many 
Republican papers met the attack on the tariff by throwing the 
blame on the Carnegie company." 

The refusal of Mr. Frick on July 12th to give the Congressional 
Committee? either the labor cost or the total cost of a ton of 
steel billets at Homestead, joined to the well-known wealth and 
large profits of the company, also contributed to the advantage 
of the men in the political crisis Subsequent developments 
show that ‘‘ Homestead” is a name for labor orators to conjure 
with, and that the events of 1892 have on the whole heightened 
the popular interest in the labor movement. 

Very decided has been the effect of the stirring scenes of 
July, 1892, in discouraging the use of private armed forces in labor 


* Mr. Cleveland was reported as saying in a speech in New York, “Scenes are 
enacted in the very abiding place of high protection that mock the hopes of toil, and 
demonstrate the falsity that protection is a boon to toilers.”—House Report, p. xxix. 


® House Report, p. 29. 


3The great Democratic majority in the presidential election of 1892 is undoubtedly 
to be accounted for in part by the popular feeling, greatly increased by the Homestead 
strike, that our protected industries were unwilling to share with their employees the 
benefits of the high tariff prices paid by the consumer. It is not the purpose of this 
article to discués either the soundness of this reasoning in general or of the illustration 
drawn from Homestead, but merely to remark upon the efficacy of this reasoning in 
winning votes for tariff reduction or repeal. The tariff undoubtedly stimulated the 
development of the steel industry. The American output of steel billets was 91,000 
tons of 2,000 pounds each in 1874, and in 1891, 3,637,000 tons. The duty levied under 
the McKinley tariff is: On billets invoiced at $20 or less, $8 per ton, on billets invoiced 
at from $20 to $28, $10 per ton. The tariff prior to the McKinley bill had been 45 per 
cent., or from $9 to $12.60 on billets invoiced at from $20 to $28. On the other articles 
made at Homestead the McKinley bill likewise made but slight changes, usually in the 
direction of a reduction of the tariff. 
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disputes, and encouraging resort to the militia, the regular army, 
and the courts.* The bitterness thus engendered among wage- 
workers and intensified by the battle of July 6th at Homestead 
has led to the prohibition by several states of the employment 
of any armed guards save residents of the states, thus preventing 
the use of private armies called in from distant cities, and at the 
same time throwing a greater responsibility for the maintenance of 
order upon the sheriffs, police, and militia. At the time of the 
Homestead strike, however, the Carnegie Company, according to 
subsequent decisions of the courts, had the legal right to bring in 
Pinkerton Guards, as they did, from Chicago and New York. 
The Adjutant General of the United States reports eighty-six 
instances outside of the South and Colorado in which the militia 
were called out to preserve order during the twenty-five years 
preceding 1892,’ and of these, thirty are plainly designated as 
due to labor troubles. The causes of some of the others, classed 
by him as mobs, were doubtless connected with labor disputes. 
It therefore becomes very important to consider the proper use 
of the militia at such times. No testimony on this point was 
taken by Congress, but all the press reports of the time agree 


that not only did the militia prevent access to the new workers by 
the strikers during working hours, and at all times protected the 
former from violence, and the property of the company from 
injury, but they denied all access to the new men, even to small 


*Mr. Robert A. Pinkerton testified that in the previous twenty-six years his detect- 
ive force had furnished men in about 70 strikes, and had been employed against over 
125,000 strikers in all parts of the country.—Senate Report, pp. 247, 242. 

A secret circular of the Pinkertons had been issued offering the use of the force 
in labor disputes. One paragraph of this circular was as follows: “ At this time when 
there is so much dissatisfaction among the laboring classes, and secret labor societies 
are organizing throughout the United States, we suggest whether it would not be well 
for railroad companies and other corporations, as well as individuals who are 
extensive employers of labor, to keep a close watch for designing men among their 
own employees, who, in the interest of secret labor societies, are inducing their 
employees to join these organizations and eventually cause a strike. It is frequently 
the case that by taking a matter of this kind in hand in time and discovering the ring- 
leaders and dealing promptly with them serious trouble may be avoideu in the future.” 
—Senate Report, p. 62. 


* Congressional Record, Jan. 13, 1893, pp. 537-539- 
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committees of strikers after working hours." Likewise in the 
strike of railroad employees at Buffalo in September, 1892, the 
new men ate and slept on the company’s land, and the militia 
kept off even committees of the strikers. Such action of the 
militia is deeply resented by the labor organizations of America, 
which claim the right, through small, peaceful committees, to 
address, after working hours, all who, by taking the places of 
strikers, would break down the efforts of the unions to gain their 
point. Often such addresses by committees are very effective, 
and employers naturally try to prevent them. They insist that, if 
they board the new men on their land, the militia ought to keep 
off even a committee of one from the strikers. It may be that 
at present the employer and land owner has the law on his side, 
but the public when it understands the issue may yet justify the 
efforts of the employees to secure a change in this respect. 

Massachusetts has devised a substitute for the militia, very 
satisfactory in most cases, in the state force, known as the District 
Police. The force is not large but can be readily increased. It 
is a branch of the State Board of Factory Inspectors, and is 
thought to be better fitted to deal with labor troubles than either 
the Pinkertons or the militia. 

Another result of the strike was the rise, into somewhat more 
of prominence than before, of the growing demand of wage- 
workers for the recognition of a new property right—the right 
of the employee to employment. This right, whose bold exposi- 
tion by Senator Palmer,’ of Illinois, in the United States Senate, 

*Mr. O’Donnell writes me: “ The men did not have access to scabs, as they were 
housed and fed within the mill inclosure, shanties being erected for that purpose. 
To the present day, they have a settlement within the historic high fence, consisting of 
150 one-story frame dwellings, where the common laborers are still housed, which is 
known to the community as ‘Potterville.’ . . . For the most part, the scabs were 
lodged within the fence for five months. For a change of diet they would at times be 
escorted by deputy sheriffs to the town proper, and the hotel and the restaurant keepers 
were compelled to feed them, though against their will. Under the Brooks law in this 
state, had the saloon keepers refused to furnish them meals they would have forfeited 
their licenses.” 


2“ You cannot admit the absolute right of capital; you cannot admit the absolute 
right of labor; you have got to adjust their rights upon some basis. What is it? 


2 
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July 7, 1892, startled many, is that the old employees of a business 
shall have the right to be consulted as to wages, and shall havea 
permanent civil service tenure of employment on good behavior, 
and if any differences arise which friendly conference or arbitra- 
tion cannot settle, there shall be merely a cessation of business, 
without the employment of new men, till some compromise or 
surrender on one side or the other is reached. Many employers 
might consent to make contracts guaranteeing permanancy of 
employment and conciliation and arbitration as to all differences 
and as to renewal of the contracts from time to time, if the men 
would assume corresponding legal responsibilities by the incor- 
poration of unions and by depositing some valuable forfeit against 
violations of the contract. Many trades union leaders have 
expressed to the writer of the present paper their dislike to 
assuming such legal responsibilities, and believe they can get all 
the rights needed by such strong organization as was lately shown 
in the strikes on the Great Northern Railroad, in the Chicago 
building trades, and in the coal mines at the present time. 

In summing up, it may be said that in all the legal questions 
involved in the use of the Pinkertons and the empioyment of 
non-union men, the Carnegie Company kept well within the 
limits of the law, although as stated above, the laws of many 
States have since that time been changed so as to leave the 
maintenance of law and order to the citizens of the State con- 
cerned, or, at the discretion of the Governor, to the regular army. 
The men violated the law in seeking to prevent by force, before 
July 6th, the employment of non-union men. 

The subsequent fall in the price of steel billets and the general 
depression have made clear, what, of course, could not be foreseen 
That the manufacturing establishment is a public institution, as the railroads are held 
to be public, because they work for the public, public because they employ the public, 
public because men in their service become unfit for other services, and public because 
there are thousands dependant upon them for food and nurture. Thus we have recog- 
nized the right of the capitalists to the control of his property, subject to his right to a 
reasonable reward for his investment, and we claim for the laborer the right to perma- 
nent employment during good behavior, though he is certainly compelled to submit to 


the changes of business. Where the profits are small the parties must divide the 
losses ; when the profits are large the profits may be divided.” 
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at the time, that the men directly concerned in the strike made 
a great mistake in not accepting the Company’s terms, albeit 
organized labor as a body probably has gained by the thrilling 
scenes at Homestead. 

The Carnegie Company, on the other hand, were severely 
criticized in the Majority Report of the House Committee of 
Investigation,’ for lack of that conciliatory spirit toward the men 
which society has the right to demand of its industrial leaders, 
before being compelled at great expense to suppress, with the 
militia, the mutinous spirit thus stimulated, if not created. It 
appears from Mr. Frick’s own testimony that the president of 
the Amalgamated Association was anxious, on July 7th, to con- 
fer with him as to the resumption of work by the men at the 
reduced wages, and abundant evidence has been quoted to show 
that the men from that time on, and even earlier, were ready to 
accept Mr. Frick’s terms, yet he refused to treat with them even 
when asked to do so by Mr. Carnegie. 

Ex-President Hayes, in a conversation with the writer, on 
the subject of this strike and the almost contemporaneous one 
of the railroad switchmen at Buffalo, in September, 1892, said: 
“If the State is to be forced to such trouble, she will some time 
demand the right to take a hand a little earlier in the game;” 
his meaning being that society would probably insist, in default 
of voluntary conciliation and arbitration, that the State would 
compel the reference of the matter to a competent State Board, 
like the Massachusetts State Board of Conciliation and Arbitra- 


* House Report, p. xi.: “In the negotiations with the committee of Amalgamated 
workmen for the renewal of the contract, we do not think that the officers of the com- 
pany exercised that degree of patience, indulgence, and solicitude which they should 
have done, by way of minute explanation of reasons why the company proposed a 
reduction in their wages. Mr. Frick .... seems to have been too stern, brusque, 
and somewhat autocratic, of which some of the men justly complain 
clude from ail the surroundings that he. . . . is opposed to the Amalgamated Associa- 
tion and its methods, and hence had no anxiety to contract with his laborers through 
that organization he should have appealed to their reason and shown them the 
true state of the company’s affairs. We are persuaded that, if he had done so, an 
agreement would have been reached between him and the workmen, and all the 
trouble which followed would thus have been avoided.” 
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tion, which would have power and duty of trying to bring the 
parties together, and in the last resort, as in Massachusetts, of 
compelling testimony on all the material points at issue, and of 
employing, as assistants, experts acquainted with the business. 
This power might conceivably extend even to questions of the 
labor cost, total cost, and profits. (Inquiry into profits is not 
within the power of the Massachusetts Board.) It does not 
seem practicable, for the present at least, to make the decision 
of even such a court mandatory, unless both parties should 
previously so agree, but the decision of such a court would 
probably have such power in moulding public opinion as to make 
both sides ready in many cases to accept its suggestions and 
awards." 

Another lesson taught by the strike is the impossibility of 
the employees, without a much stronger local and national organ- 
ization than they had in this instance, securing directly and 
immediately in wages any large share of the benefits of ma- 
chinery or of the profits which a tariff may bring, although in the 
long run the wage-worker, as consumer, may get a part of the 
gain. In our present organization of society, it requires a strong 
organization of labor to force wages in any trade or business 
much above those in competitive enterprises, or in those requir- 
ing equal skill, whatever may be the profits of the business. 
Strong organization has accomplished this in many places—in 
glass-making, and brick-laying, and several other industries. It 
is more easily done in the building trades, which possess some 
features of local monopoly, than in industries competing in a 
world-market. 

A final lesson of the strike is the great injury to the cause of 
organized labor resulting from anything savoring of anarchy. It 
is well known that the eight-hour movement was put back sev- 
eral years by the bomb-throwing of the anarchists.at the Chicago 


*“Nine strikes out of ten can be avoided if this spirit df justice and conciliation 
is manifested. Now, the sooner the employers and employees realize this, the better 
will it be for all concerned. It is wonderful to see the beneficial effect of conferences. 
- . .» It pays employers of labor to meet their men, discuss these things, and discuss 
them with patience.”—Testimony of W. P. Rend, Senate Report, p. ix. 
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Haymarket in 1886. Similarly the Homestead strikers in many 
ways lost some of the popular sympathy which previously was 
theirs by the shooting of Mr. Frick by the anarchist Berkman ; 
while evidence has been presented above showing that the 
Carnegie Company might possibly have reopened the conference 
doors, when Berkman, acting wholly without the knowledge 
or desire of the strikers, shattered all their hopes. 

From whatever point of view we approach the question, we 
must conclude that the dramatic scenes at Homestead have had 
a wonderfully educational influence in arousing the country to the 
aims and methods of organized labor, the folly of violence, the 
need of conciliation and arbitration in labor disputes, and the 
responsibility of our “captains of industry,” upon whose careful 
piloting so much of our social peace and of advancement under 
our present industrial system must depend. 

Epwarp W. Bemis. 


UNIVERSITY OF CHICAGO. 

















THE APPRENTICE SYSTEM IN THE BUILDING 
TRADES. 


I. 


THE apprentice system arose in the middle ages. It was 
well suited to the conditions of small industries under which it 
flourished, and was the method of training youth for industrial 
occupations. With the industrial revolution which began in the 
latter part of the eighteenth century the system began to decline. 
In America, of late years, this decline has been very rapid, and 
since the war the system has scarcely existed. The effect of this 
has been a deterioration in the quality of our skilled workmen, 
which has made the nation dependent on immigration for its 
supply. The forces working for disintegration have not been 
equally marked in all occupations. It is in such industries as 
have retained most of the system that efforts for its adapta- 
tion to present needs have been made. Such are the building 
trades. 

A study of apprenticeship in the building trades is interesting 
and instructive for the reason that in these industries the subject 
has received careful consideration both from employers and 
journeymen. 

Of prime importance in such a study is the fact that the 
occupations known collectively as the building trades are 
“trades,” in the traditional sense of the word, as contrasted with 
other occupations, formerly trades, at which any. person can now 
work with little instruction or superintendence. In some occu- 
pations a workman does not learn the trade. A shoemaker, for 
example, learns to make simply the ninetieth part of a shoe, and 
and is then kept at that one thing.* The occupations of brick- 
layer, stonemason, plumber, plasterer, carpenter, etc., are properly 
trades in which an apprenticeship is practicable. 

*The New York commissioner of labor, in the report for 1886, shows that there 
are some ninety distinct divisions of labor in the making of a shoe in a large factory. 
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Again, there are present in the building trades the same forces 
working to effect the disruption of the apprentice system as are 
prevalent in other industries. The present conditions of indus- 
trial training are certainly unsystematic and inadequate. 

The first definite organized efforts to remedy evils and to 
insist on an effective apprentice system, here as in other branches 
of industry, were made by trade unions." These organizations, 
finding the training of apprentices unsatisfactory and entirely 
without regulation, undertook to control the matter. They did 
so, they maintained, in the interest of the public at large and of 
the boys learning trades, as well as for the benefit of members 
of the craft. 

Another matter worthy of attention is the interest taken in 
the subject of late years by associations of employers, and in 
particular by the National Association of Builders. This body 
has grappled with the problem as no other association of employers 
has done, and has endeavored to find a solution. 

Finally, a study of apprenticeship in the building trades is 
instructive, because here the employers and journeymen have fairly 
joined issue over that much contested matter,—the attempt of 
trade unions to share in the regulation of the apprentice system. 


II. 


The National Association of Builders of the United States of 
America was organized in Chicago, March 29-31, 1887. One of 
the objects of this association, as stated in article II. of the con- 
stitution, is ‘‘to devise and suggest plans for the preservation of 
mechanical skill through a more complete and practical appren- 
tice system.” 


*The National Association of Hat Finishers of the United States of America was 
organized in 1854, among the earliest in America, with the object of insisting on a 
proper apprenticeship.—Zenth Census of The United States, vol. xx. “ Report on 
Trade Societies of the United States,” p. 96. 

The Iron Molders’ Union of North America was organized in 1859, largely to 
remedy the evils of an inefficient apprentice system. There were often two apprentices 
to one journeyman. The union wanted the apprentice to be indentured, to serve four 
years, and to be given an opportunity to learn the trade thoroughly.— Report of Calt- 
fornia Bureau of Labor, 1888, p. 215. 
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The first resolution presented to the convention was one 
bearing on this subject. It was introduced by Mr. William 
Harkness, of Philadelphia, the city where the plan of apprentice- 
ship later adopted was to receive its most thorough and success- 
ful trial. The resolution’ asks for the adoption of a uniform 
system of apprenticeship, the establishment of manual training 
schools as a part of the public school system, and the organiza- 
tion of trade night schools by the various local trade organiza- 
tions for the benefit and improvement of apprentices. In lieu 
of this resolution and others the committee on resolutions 
reported for adoption a declaration of principles, to which the 
association has adhered through all the years of its existence. 
The first two sections read’as follows :? 


1. This association affirms that absolute personal independence of 
the individual to work or not to work, to employ or not to employ, is 
a fundamental principle which should never be questioned or assailed ; 
that upon it depends the security of our whole social fabric and busi- 
ness prosperity, and that employers and workmen should be equally 
interested in its defense and preservation. While upholding this 
principle as an essential safeguard for all concerned, this association 
would appeal to employers in the building trades to recognize that 
there are many opportunities for good in associations of workmen ; 
and, while condemning and opposing improper action upon their part, 
they should aid and assist them in all just and honorable purposes. 
That while, upon fundamental principles, it would be useless to confer 
or arbitrate, there are still many points upon which conferences and 
arbitration are perfectly right and proper, and that upon such points 
it is a manifest duty to take advantage of the opportunities afforded 
by associations to confer together, to the end that strikes, lock outs, 
and other disturbances may be prevented. When such conferences are 
entered into, care should be taken to state clearly, in advance, that this 
fundamental principle must be maintained, and that such conferences 
should only be competent to report results in the form of resolutions 
of recommendation to the individuals composing the various organiza- 
tions participating, avoiding all forms of dictatorial authority. 


* Proceedings of the Convention of 1887, p. 10. 
Ibid., pp. 50, 51. 
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2. That a uniform system of apprenticeship should be adopted by 
the various mechanical trades. 

That manual training schools should be established as a part of 
the public school system, and that trade night schools should be organ- 
ized by the various logal trade organizations for the benefit and 
improvement of apprentices. 

The first section, in particular, was destined to play an im- 
portant part in further discussions of the apprentice system. 

Before the convention adjourned, a committee was appointed 
to devise a plan of apprenticeship to be presented at the next 
annual meeting. But before the delegates met again, there came 
a serious strike in Chicago, in which fundamental principles were 
at issue between employers and journeymen. In this conflict, 
apprentice regulations threatened to be the rock on which all 
hopes of peaceable settlement would split. In this strike, mem- 
bers of the National Association of Builders gained wisdom, 
which was to prove serviceable in the debates of subsequent con- 
ventions. 

The spring of 1887 had been marked by labor disturbances 
in Chicago. When, on May rith, the bricklayers quit work, the 
employers prepared for a long struggle. The immediate cause 
of the strike was trivial enough. It was the outcome of an 
order by the bricklayers’ union that the pay day should be 
changed from Tuesday to Saturday. But the matter did not stop 
there. The contest was made a trial of strength. Before it was 
over, all the differences existing between employers and journey- 
men were subjected to examination. The employers maintained 
that it was their right to employ unskilled labor at will," and in 

* 30,000 Locked Out, by JAMES C, BEEKS, Chicago, 1887, pp. 133-34. This book 
gives an account of the strike and lockout of 1887, on which I am dependent for an 
outline of events. The book is manifestly too partisan to be trusted as a scientific 
authority. Where I have taken statements made in this book, I have endeavored 
to verify them by personal inquiry, if they admitted of doubt. I have been kindly 
aided in my investigation of this subject by Mr. P. J. Miniter, President of the United 
Order of Bricklayers and Stonemasons of Chicago; Mr. Wm. H. Sayward, Secretary of 
the National Association of Builders, Boston; Mr. Wm. Harkness, Secretary of the 
Builders’ Exchange in Philadelphia; Mr. George C. Prussing, a member of the Chicago 
Builders’ Exchange, and others. 
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particular that it was their right to deal with apprentices as they 
saw fit, with no interference from unions. At one time, it was 
proposed to require the assent of all workmen to the following 
declaration as a condition of employment :* 


I recognize the absolute right of the employer to decide for him- 
self, without interference from any source, whom he shall employ or 
cease to employ; to regulate and manage his business with perfect 
independence and freedom, provided only that he deal lawfully, justly, 
and honorably with all men. 

I recognize the right of every father to have his son taught, and of 
every son to learn, any lawful trade as on a plane with his right to a 
knowledge of reading, writing or any other branch of learning, and 
should be subject to regulation only by the laws of the land. 

As the laws of Illinois provided for no regulation, this might 
be taken to mean that every boy should be permitted to learn 
and exercise a trade subject to no regulation whatever, except, 
perhaps, such as the employer might choose to impose. The 
law of Illinois simply specified the way in which apprentices 
might be taken. It is especially noticeable in view of the claim 
above made on behalf of the law that this statute was almost 
entirely ignored by employers in hiring apprentices.” 

* 30,000 Locked Out, p. 85. 

71 know of no state, except New York, where any attempt is now made to regulate 
the apprentice system by law in any other sense than prescribing how apprentices may 
be taken. The law in New York is drastic enough, but no attention whatever is paid 
to it. Chapter 934 of the laws of 1871, as amended by chapter 437 of the laws of 
1888, stipulates in unmistakable language that no minor person shall be taken as an 
apprentice unless an agreement or indenture be drawn up in writing. Section 5 
makes it obligatory on the master to teach the boy the trade, and section 3 provides a 
penalty for violation. Amid all the dissatisfaction and criticism of an inefficient 
apprentice system which found expression in New York, the factory inspector makes 
this statement in his Sixth Annual Report (p. 66): “ Not asingle complaint or reference 
to this law has come to us during the past year. The industrial world seems to have 
drifted away from apprenticeship, which was once so universal. . . . It is certainly 
singular there is no desire on the part of either employers or employés to have this 
law tested.” 

It is a peculiar provision of the law of Illinois (Statutes, chap. 9, sec. 1) that it is 
permitted to bind children as apprentices only until sixteen years of age. The brick- 
layers and stonemasons now claim to follow the law of Illinois and have the inden- 
tures drawn in accordance with it. As the apprentices are generally over sixteen years 
of age, however, it would appear that their indentures are not recognized by this law. 





402 JOURNAL OF POLITICAL ECONOMY. 


Trade unions came into existence, and began to multiply 
rapidly about the time the apprentice system was approaching 
dissolution. In fact, in many trades, the principal object of their 
establishment was to correct the evils of unregulated apprentice- 
ship. In a very few trades this matter was early regulated by 
conferences of employers and workmen. This was done among 
the stone-cutters, according to a report* made by Mr. T. C. 
Diener, secretary of the Cut-Stone Contractors’ Association : 


In the matter of apprenticeship, we also maintain that it is to the 
interest of the boy and the employer the same. For, by employing too 
many boys in our trade, a foreman would not have the opportunity to 
train the boy, and he would turn out a poor mechanic. 

It is a rule and regulation similar to those of educational institu- 
tions. To make these rules has been the motive which has prompted 
employés and employers to organize. In the cut-stone trade we have 
an association of stone-cutters 'and an association of cut-stone con- 
tractors. These two bodies recognize each other, and at the begin- 
ning of the season, as has been done heretofore for years, they have 
agreed on a rate of wages, number of hours per day, and number of 
apprentices to a yard (which is about one to six men), and therefore 
we are in duty bound to abide by the same. 


In most trades however, the employers have left the question 
of apprentices to take care of itself. They have been desirous, 
often, of hiring boys, but have shown little regard for the custom 
of taking a boy for a specified term of years and teaching him 
the trade.* The journeymen, organized in unions, felt the evil 
effects of competition with an unlimited number of apprentices, 
or rather boy workers. They saw that these boys were not being 
properly trained in their trades, to the future detriment of the 
craft, to the injury of the public at large, and to the wrong of the 
apprentices as a class. Consequently, the unions, in the absence 


* 30,000 Locked Out, p. 127. 


*Mr. E. Carroll, Secretary of the Operative Plasterers’ International Association, 
has told me of one Chicago contractor who desired to take two boys as apprentices. 
When the union asked if he would agree to keep the boys, and teach them the trade, 
he said he would not. This is only one of many such instances. In this particular 
case, the union did not allow the contractor to take the boys. 
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of any other regulation, had made rules regarding the number of 
apprentices, and the conditions under which they were to be 
trained into workmen who would later seek admission to their 
unions. The United Order of American Bricklayers and Stone- 
masons of Chicago is a good type. This organization had pre- 
scribed the term of service, age, and number of the apprentices 
that an employer might take. 

Of course, the enforcement of such regulations by the jour- 
neymen alone could not but prove irritating to employers. It 
took the severe conflict of 1887 to impress upon both parties the 
truth that “‘the main cause of trouble was in separate organiza- 
tions endeavoring to lay down arbitrary rules for the regulation 
of matters which were of joint interest and concern, and which 
should be regulated only by both organizations by some species 
of joint action’.”” Among the bricklayers and their contractors 
there was no adequate system of joint action previous to 1887. 
There had been a serious strike in 1883. A committee of the 
bricklayers’ union, in conference with a committee of the Master 
Masons and Builders’ Association, had made an agreement for the 
settlement of the trouble, in which was this proviso*: “And we 
also agree and declare that the article of the constitution and 
by-laws of the union which refers to apprentices is wrong, and 
shall be referred to the joint committee of arbitration hereby 
provided in January next, for amendment, revision or repeal.” 
The agreement as a whole did not prove acceptable to the union 
and was rejected, but there is no evidence of objection to this 
clause. The strike of 1883 was finally broken by the men 
returning to work without definite agreement. Consequently the 
rules of the union continued to govern where union men were 
employed. 

The unions by no means claim the exclusive right to formu- 
late apprentice regulations. They readily agree, in the absence 
of legal regulation, that the matter should be settled by confer- 
ence between employers and journeymen, though they may some- 

*From the agreement of the joint board of arbitration, 70,000 Locked Out, p. 182. 
* Ibid., p. 17. 





404 JOURNAL OF POLITICAL ECONOMY. 


times be persistent in asking that the agreement reached shall be 
such a one as they think right. The employers, on the other 
hand, quite generally maintain that apprentice regulations are 
subjects for themselves alone to consider, and they resent any 
interference from their journeymen. Rather than recede from 
this position the employers often decline to confer on the subject, 
and leave it unsettled. Under these circumstances a strong union 
would prescribe regulations and enforce them. Such regulation 
of a matter of joint interest by one party alone could not prove 
satisfactory. 

Much complaint was made during the disturbance of 1887 
about the rules of the bricklayers’ union on this matter. The 
officers of the National Association of Builders met in Chicago 
and issued a statement, in which they condemned the rules of the 
union relating to apprentices as peculiarly restrictive. The rules 
provided that no contractor should have more than two appren- 
tices; nor should he be allowed to take an apprentice over eigh- 
teen years of age unless he be the son of a journeyman who is a 
member of the union. ‘In fact, the whole management and control 
of apprentices,’’ says the statement’, “‘is virtually in the hands of 
the union, and we submit again that such action as this is most 
indefensive and pernicious.”’ 

The strike had been turned into a lockout, in which 30,000 
men were thrown out of work. The other building trades had 
become involved and business was prostrated. Finally, five dele- 
gates from the opposing organizations, each with full power to 
act, met to effect a settlement.2 The Master Masons’ and 
Builders’ Association was represented by George C. Prussing, 
Joseph Downey, George Tapper, William O’Brien, and Charles 
W. Gindele. The delegates of the United Order of American 
Bricklayers and Stonemasons were A. E. Vorkeller, P. J. Miniter, 
John Pearson, Theodore Rebush, and Charles J. Lindgren. M. 
F. Tuley, Judge of the Superior Court of Cook County, was 
chosen as umpire. 

* 30,000 Locked Out, pp. 104-5. 
* Jbid., pp. 170-189. 
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The apprentice question proved one of the knottiest with 
which this body had to deal. As a condition precedent to arbi- 
tration, the president of the Master Masons’ and Builders’ Asso- 
ciation had said’ that his organization stood on the declaration 
of principles? adopted by the National Association of Builders. 
All other questions might properly be arbitrated. This declara- 
tion of principles asserts: ‘‘This Association affirms that absolute 
personal independence of the individual to work or not to work, 
to employ or not to employ, isa fundamental principle which should 
never be questioned or assailed. . . . Upon fundamental princi- 
ples it would be useless to confer or arbitrate.’”” When the subject of 
apprentices was reached the representatives of the contractors 
promptly contended that it was not a proper subject for considera- 
tion, according to the declaration of principles. They affirmed that 
the right to employ or not to employ was fundamental, and there- 
fore the employer alone should have the right to stipulate the 
conditions of hiring and,the number of apprentices he would 
take. The journeymen of course insisted that the apprentice 
system was of vital interest to them. It was the preparation for 
membership in their union. The boy was dependent on the 
journeymen for instruction in the trade. Furthermore, an 
unregulated apprenticeship might prove disastrous to them. 
An instance of a Buffalo contractor was given, who, by hiring 
an unlimited number of apprentices, was able to underbid other 
contractors and deprive journeymen of a chance to work. 

It was not an easy matter to agree upon. The umpire, Judge 
Tuley, made a statement which met the approval of both organ- 
izations. It was as follows3: 


A limitation upon the number of apprentices in a craft has always 
existed either by legislative action or by custom of the craft, and the 
number that should be taken must be affected to a large extent by the 
general principles of the demand and supply of labor. 


* 30,000 Locked Out, p. 175. 


? See p. 399 above. 
330,000 Locked Out, pp. 184-5. 





406 JOURNAL OF POLITICAL ECUNOMY. 


In France, in the seventeenth century, masters were limited 
to one apprentice. In England, in the beginning of the eighteenth 
century, apprentices became so numerous, and because of their 
numbers—when they became workmen—were so unskilled, that 
some crafts were for a time utterly ruined. Laws were passed from 
time to time limiting the number of apprentices in the trades and 
crafts; some to two apprentices, some to sons of master workmen 
and employés, and some to the sons of persons who had a £3 
annual rental. 

It is a law of self-preservation to the craft, and also of equal inter- 
est to the responsible master mason, that there should be some limita- 
tion on the number of apprentices. If the number is unlimited, 
unscrupulous contractors may secure a large number of apprentices, 
and with the help of a few journeymen underbid all contractors who 
employ journeymen skilled in their craft, and also necessarily throw 
upon the journeymen large additions of unskilled workmen, thereby 
making the supply of labor largely in excess of the demand, and 
destroying-the standard of the craft for good work. 

It is not a question whether everybody’shall have the right to learn 
a trade, but whether the craft will teach every boy a trade, to its own 
destruction. 

_It is a matter, however, that neither the journeymen nor the master 
masons’ organizations should arbitrarily undertake to decide. It is a 
matter of joint interest, and should be decided from time to time by 
the joint arbitration committee in such a manner that the number of 
apprentices shall be sufficient to furnish the requisite number of journey- 
men to supply the demand, and also so as to prevent an abuse of the 
apprentice system and an injury to both employer and employé by a 
too large number of apprentices being secured to do work that should 
be done by the skilled journeymen. 

Three years, by common consent, is the period fixed for appren- 
ticeship in these trades, and the master masons should be allowed, and 
if necessary required, to take one new apprentice each year. 

The number of apprentices can be increased from time to time as 
the interests of the crafts and their obligations to the youth of the 
country should demand. 

The apprentice should be allowed to join any organization of his 
craft, but in all respects be subject to the laws of the state and the 
contracts made in pursuance thereof. 
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Amendments to the constitutions of the two organizations 
were adopted providing for a permanent board of arbitration. 
Section g relates to apprentices’: 


The subject of apprentices being a matter of joint interest and 
concern both to the union and the Master Masons’ and Builders’ 
Association, the joint committee shall have power to decide from time 
to time the number of apprentices which master masons may take in 
service. Until further action by said committee all master masons 
shall be allowed a new apprentice each year, and the term of apprentice- 
ship shall be three years, but any minor taken as apprentice shall be 
under nineteen years of age. All apprentices shall be allowed to join 
any organization of their craft, subject to the laws of this state and 
the contract of apprenticeship made in pursuance of such laws. 


On July 11th, after nine weeks of idleness, the men returned 
to work. Thereafter each side chose annually five delegates to 
form a joint committee of arbitration. This board meets in 
January of each year, and arranges trade matters for the coming 
year. There has been no repetition among the bricklayers and 
stonemasons of the stormy times of 1887.3 In substance the 
apprentice regulations adopted in January, 1894, are much the 


same as those of 1887.4 


* 30,000 Locked Out, p. 188. These amendments are still in force, being Article 
III., Section 24, of the Constitution of the United Order of American Bricklayers and 
Stonemasons, as revised and adopted March 16, 1893. 


? It is more properly a joint committee of conciliation. 


3 Other trades in the building industries have not profited by the experience of the 
bricklayers and stonemasons. While these workmen have lived peacefully with their 
employers, those in other trades have been engaged in contentions and strikes, notably 
so in the spring or 1894. A joint committee of journeymen and master plumbers met 
in January, 1894, to settle on a plan of apprenticeship. A plan was agreed on by the 
joint committee, but the masters’ association refused to adopt it, contending that the 
subject was one for treatment by employers without interference from the union. In 
the month of April the journeymen struck, and this apprentice system was one of their 
demands. At length the strike was declared off, the employers yielding all the demands 
of the journeymen except the one regarding apprentices. This question was to be 
left unsettled until September 15, 1894, when it was to be settled by arbitration. 


4 The agreement for 1894 is printed in the appendix. 
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Ill. 


The committee appointed at the Chicago convention to 
investigate the apprentice system, made its report to the second 
annual convention of the National Association of Builders, held 
at Cincinnati, February 7-9, 1888. I quote the report in full': 

Your committee in whose charge was left that important question 
known.as the Apprenticeship System have thoroughly reviewed past 
methods in their relation to present conditions ; have visited Manual 
Training Schools existing as adjuncts to schools of technology, 
or as departments of the public school system; have inspected 
the celebrated Mechanical Trade Schools, established and maintained 
in the city of New York by the philanthropy and liberality of Col. 
Richard T. Auchmuty, have had the privilege of a lengthy interview 
with the generous founder, and make the following report: 

We find that the old system of apprenticeship, under which the boy 
who wished to learn a trade was “ indentured,” or “bound out” to an 
employer for a term of years, has been gradually falling into disuse 
from natural causes, until scarcely a vestige of it remains. 

In our opinion there is no encouragement for a revival of this old 
system, for the following reasons : 

Fifty and perhaps even twenty-five years ago the employer in the 
building trades worked with his own hands, and being ccntinually 
present, could give proper instruction to the apprentice. He took the 
boy to board in his own house, and to a certain extent had an over- 
sight of his habits, and could control his general conduct to the end 
that a good mechanic should be the result. 

The situation today is widely different. Employers seldom work 
at the trade, for the reason that there is a great increase in the volume 
of business, and because new and quicker methods of work have become 
so desirable and necessary that the time of the employer is fully occu- 
pied in attending to business details and in general direction ; he 
seldom or never takes tools into his own hands, or remains long 
enough upon actual work to instruct in that practical way which was 
possible formerly. 

* Proceedings of the Convention of 1888, p. 27. The plan was slightly altered at 
the convention of 1889 (Proceedings, p. 106). I give the plan as revised, instead of 
as originally reported. 
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The apprentice is left, therefore, largely in the charge of the work- 
men. Foremen or other employés give such general instruction as 
may result from their good nature, or sense of duty to the boy or to 
their employer. 

It is a fact which cannot be disputed that there is at present no 
such thing as regular or systematic teaching, the apprentice being left 
to “pick up” his trade instead of having it taught to him. 

We are strongly of the opinion that the tendency of modern 
methods of conducting work will always be away from those general 
conditions which made possible the “old apprentice system” ; and this 
opinion, together with the fact that under broader opportunities for 
education there is undoubtedly a much higher grade of intelligence 
today than in the past, and the fact also that trades are subdivided 
much more than formerly, so that greater proficiency is required in the 
various branches, leads us to the conclusion that apprentices must be 
taught and mechanics made, in the future, by entirely different methods 
from those in vogue under the system referred to. 

These new methods may be briefly described as a combination of 
schooling pure and simple, and practice pure and simple; or, in other 
words, of a course of schooling under regular instructors (the schooling 
to be paid for the same as any technical course is paid for in other 
professions), and a course of practice, under employers, on actual work, 
which practice or service shall receive appropriate wages. 

These two courses will form a comprehensive and complete 
system, which, when fully understood and thoroughly operated, will 
produce a better class of mechanics than the present no-system, or 
the past hap-hazard system, and will leave as little to chance as 
possible. 

The first step will be the establishment of Mechanical Trade 
Schools, whose definite purpose shall be to give preparatory instruction 
in the science or technique of trades to young men who intend to 
follow mechanical pursuits for a livelihood, this preparation to be 
supplemented and followed, and the education completed, by a term 
of service on practical work under actual employers, which term shall 
be of shorter duration than usual on account of and by virtue of the 
preparatory course in the Trade School. 

While we are of the opinion that the instruction in the study of 
Form Drawing and Manual Training, as already introduced into many 
public schools, should be made a fundamental feature in public 
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education—believing that such instruction is not only valuable for 
every pupil, but that it also tends to develop a respect and a taste for 
mechanical pursuits—we are still strongly of the opinion that for the 
practical training of young men who intend to be mechanics, special 
instruction must be had in Mechanical Trade Schools as an inter- 
mediate course between the public school and that actual service with 
the employer where his education will be completed, and from which 
he may graduate as a journeyman. 

We believe that these practical Mechanical Trade Schools should 
not be a part of the public school system, but should be established 
and maintained by private enterprise. 

We also believe that these schools should not be established or 
maintained exclusively by any distinct association of builders, but are 
emphatically of the opinion that such associations should coéperate 
with them, and indeed that such codperation is necessary to insure 
their success as the first stage in the education of the mechanic, as well 
as to establish the fact that builders recognize the school as part and 
parcel of the new system. 

The legitimate and proper method of coéperation in this system, 
as far as associations of builders are concerned, should be by encourag- 
ing private enterprise to establish these schools; offering to assist 
pecuniarily until they become self-supporting ; agreeing to give prefer- 
ence of employment to graduates from the schools; joining in the 
nranagement by appointing committees to approve methods, and 
examine students in establishing their proficiency, which shall entitle 
them to certificates of graduation. 

We are convinced that there is abundance of capital that will 
quickly be invested in enterprises of this kind, as soon as associations 
of builders demonstrate a belief in their practical value by lending aid 
in the way suggested. 

We recommend that the National Association of Builders approve 
of the following detailed method to take the place of the old apprentice 
system, and secure its approval and adoption by all affiliated associa- 
tions as rapidly as possible, to the end that mechanics may be taught 
upon our own soil and American boys given the best oppportunity 
possible to become proficient in the building trades : 

1. The serving of a regular course of instruction in a mechanical 
trade school, and graduating therefrom with a certificate of proficiency 
granted by the same, under rules and regulations approved by a 
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committee of master mechanics, who may unite in the management 
of the said school. « 

2. The preliminary training in the trade school to be followed by a 
term of practice with an employer on actual work, this term to be at 
least one year less than the usual term of apprenticeship by virtue of 
the holding of a certificate of proficiency granted by a mechanical 
trade school ; during this term of service the young man to be known 
as a “Junior.” 

3. Finally, completion of the education of the mechanic to be 
acknowledged after a proper examination has been passed before a 
Board of Examiners appointed for the purpose by the Association of 
Builders to which the employer may belong, or ‘to whom the Junior 
may apply for examination, by the issuance of a certificate by the said 
Association, which shall state that the holder has passed through the 
prescribed course at the trade school, and the term of practice with an 
employer (name and location given) with satisfaction and credit, and is 
entitled to be received by all builders as a journeyman. 

Any young man who has received the “certificate of proficiency” 
from the trade school may apply for the second examination before the 
Board of Examiners, and, if adjudged by them to be old enough, strong 
enough, and competent, may receive a special certificate, which shall 
state the facts in the case. 


This report is excellent, for the reason that it submits a plan 
suited to the conditions and spirit of the present time. It prom- 
ises to do for the present and future, if generally adopted, what 
the old apprentice system did for the times in which it developed 
and thrived. It will produce competent workmen. The com- 
mittee takes advanced ground and advocates the same method 
for developing bricklayers, plumbers, and carpenters as has proved 
successful in the training of men for the professions. 

In the first place, the plan implies that the boy shall have a 
certain standard of intelligence and general education before he 
can be admitted to the trade school. Doubtless no boy will be 
taken wherever this plan ‘may be put in operation, unless he has 
already spent sufficient time and reached certain attainments in 
school. However, it would have been better if this requirement 
had been definitely stated in the plan reported by the committee. 





412 JOURNAL OF POLITICAL ECONOMY. 


As to the second point, the plan is full and explicit. It provides 
for theoretical instruction in the trade, supplemented by practical 
experience in the workshop. In the third place, it provides that 
those who pass as journeymen shall have proved their right not 
only by a period of service in the school and workshop, but also 
by an examination in which their competence was put to the test. 

Trade customs and methods change slowly, and innovations 
can be introduced only gradually. The plan of apprenticeship 
advocated by the convention of the National Association of 
Builders was uniformly commended, but local associations were 
slow in putting it into practice. As late as 1891 Secretary 
Sayward reported to the convention": 


Every effort that it was possible for the Secretary to make during 
the year, in the way of impressing the necessity for the establishment 
of trade schools, has been made, and it is somewhat of a disappoint- 
ment that only one of the many filial bodies of builders has succeeded 
in establishing an institution of this character. In all attempts to 
supplant an old regime with something more comprehensive and pro- 
gressive, similar difficulties and disappointments are met to those which 
afflict us in securing the permanent establishment of trade schools 
under the patronage and direction of builders’ associations, but the 
one brilliant example of what it is possible to do in this direction, fur- 
nished by the Trade Schools of the Builders’ Exchange of Philadelphia, 
is really wonderfully encouraging, for it is an immense step in the 
right direction, and the debt which all other filial bodies of the 
National Association owe to their Philadelphia brethren cannot be 
overestimated for thus demonstrating the practicability and value of 
such undertakings, carried out on the precise lines recommended by 
the national body. 


However, the plan was adopted to such an extent as to attest 
its practicability. At the convention of 1892, Mr. Wm. H. 
Sayward reported? that Boston had adopted the plan of arbitra- 
tion recommended by the National Association. ‘The joint 
committee’ provided by this plan of arbitration, “‘succeeded in 


* Proceedings of Convention of 1891, p. 31. 


* Proceedings of Convention of 1892, p. 124. 
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establishing a method of apprenticeship in the bricklaying 
business which covers more ground and more completely com- 
prehends this question than anything heretofore existing, and it 
appears to be satisfactory in its terms to all concerned.”* No 
trade school was organized at the time the agreement was made, 
but Secretary Sayward writes me as follows regarding prospects 
for the future : 


There is a possibility that the Master Builders’ Association of 
Boston may be permitted to codperate with the municipal authorities 
in the establishment and conduct of a Trade School which is to be 
started here on the basis of a fund left by Benjamin Franklin more 
than a hundred years ago, the original object of which fund was to 
assist apprentices in purchasing tools. As this opportunity has not been 
taken advantage of for many years, the fund has increased from its origi- 
nal amount of five thousand dollars to over three hundred thousand, and, 
after much discussion as to what it was best to do with the money, it 
was decided to establish a Trade School, that being the nearest to 
carrying out the purpose of the donor. Our Boston association has 
made the offer of its services and hopes to be instrumental in the 


work. 


As to the working of the apprentice system in other cities 


than Boston, Mr. Sayward writes further: 


In two or three of the principal cities of the country, namely, 
Chicago, New York, and Philadelphia, a plan somewhat similar to that 
advocated by the National Association, although not nearly so com- 
plete or definite, has been in vogue for several years, but since the 
National Association promulgated its recommendations, the Mason 
Builders’ Association of Boston is the only organization which, to my 
knowledge, has put into operation the said recommendations in exactly 
the form presented. It is worthy of note that the organizations in 
Chicago, New York, and Philadelphia which have had a method of 
dealing with questions of mutual concern between employers and 
workmen are of the same trade as the Boston association, namely, 
masons or bricklayers. Their method, which, as I have before stated, 
is similar to our national recommendations, has not been modified 


*The Boston plan of dealing with the apprentice question is printed in the 


appendix, 
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as yet to meet our views, and such friction as they have had in 
carrying it out has resulted from failure to be full, definite, and 
exact. 

In relation to the establishment of Trade Schools by builders’ 
organizations, I am sorry to have to report that the Philadelphia Trade 
School is the only one so established. Some effort has been made in 
other cities to set up such schools, but nothing positive has yet resulted. 

You ask if the adoption of the recommendations of the National 
Association by the Mason Builders’ Association of Boston is proving 
satisfactory. I think I may reply most truthfully that it is entirely 
satisfactory, and that for three years all matters have been settled by 
the joint committee without calling in the umpire. It goes without 
saying that the meetings of such a committee must be handled with 
care, particularly in the early years of its labors, in order that friction 
points, which have created sore spots by long neglect in the past, may 
be carefully considered and slowly healed over. 


The experience of Philadelphia will prove interesting for the 
reason that the trade school idea was there carried out. In 1883 
the master plumbers of that city started a school for the purpose of 
instructing their apprentices. The masters were so busy that they 
could not give their apprentices instruction in the trade, reported 
Mr. Harkness," secretary of the Master Builders’ Exchange of 
Philadelphia. The journeymen would not instruct them, and the 
apprentice was left practically to his own wits to find out how 
things were done. The trade school was started merely to fur- 
nish instruction to apprentices of members of the association, 
and for no others. 

This school served as a nucleus, and constituted a department 
of the trade school later established by the exchange. When, in 
1888, the Master Builders’ Exchange of Philadelphia began to 
talk of carrying out the recommendation of the National Asso- 
ciation by establishing a general trade school, Richard T. Auch- 
muty, founder of the New York Trade Schools, came to their 
aid. Through Mr. Sayward, secretary of the National Associa- 
tion, Mr. Auchmuty offered to contribute three thousand dollars 
per year for three years, if the Philadelphia exchange would 

* Proceedings of the Convention of 1889, p. 111. 
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establish such a school. The conditions of the gift were as 
follows :* 


1. That the course of instruction be similar in its general plan to 
that followed at the New York Trade Schools. 

2. That instruction shall be given in at least three of the building 
trades, one of which shall be bricklaying. 

3. That instruction shall be given to any respectable young men 
between the ages of 16 and 21, whether in the trade or desiring by 
means of the trade schoo] course to enter it, on payment of a reason- 
able fee, and that no discrimination be made in case of vacancies in 
favor of those in the trades. 

4. That when the trade school course of instruction is finished, the 
graduates shall be examined by a committee of master mechanics, and 
if found proficient, shall be given a certificate to that effect. 

5. That the Master Builders’ Association will use such influence as 
they may possess to obtain employment for young men holding these 
certificates. 

6. That when old enough to do a full day’s work, the young man 
holding a certificate shall be entitled to apply to the Master Builders’ 
Association for a second examination, and if found capable, shall be 
recognized as a journeyman. 


The gift of Mr. Auchmuty was accepted, and the school was 
opened September 2, 1890. The total number of pupils who 
have attended the school has been 336. The graduates during 
the three years number 150. According to the latest prospectus 
the school is now divided into seven departments, in which 
instruction is given in the trades of carpentry, bricklaying, 
plastering, stonecutting, blacksinithing, painting, and plumbing. 
For the present, evening classes only are formed. At the termi- 
nation of the course of instruction, pupils are examined by the 
committee of each trade as to their proficiency in manual skill 
and scientific knowledge, and certificates are issued to those who 
meet the requirements. The charge to the pupil for the entire 
course of nine months is twenty-seven dollars. 

* My information concerning the establishment of this school is taken from an 


address by President Gillingham, of the Philadelphia exchange. Proceedings of the 
Convention of 1891, pp. 178-9. 
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The school is conducted on the principle of teaching 
thoroughly how work should be done, and leaving the quickness 
which is required of a first-class mechanic to be acquired at real 
work after quitting the schools. The instruction is both manual 
and scientific. 

The Philadelphia Trade School, like most educational institu- 
tions, does not pay in immediate pecuniary returns. There is 
every year a deficit which is made up by the exchange. This, 
perhaps, explains why other cities are so slow in establishing 
trade schools. In fact, it may be doubted if Philadelphia would 
have established a school so early, but for the munificence and 
interest of Mr. Auchmuty. 

In every respect but the pecuniary one, however, the school 
seems to have proved eminently satisfactory. Mr. Harkness, 
secretary of the Philadelphia exchange, writes that the plan is 
successful and satisfactory. In the annual report of the Phila- 
delphia exchange to the convention of the National Association 
held in Boston, February, 1894, appears the following : 


We feel a just pride in our pioneer trade school, the first established 
under the auspices of any builders’ exchange, and from the practical 
good accomplished we propose to support it with all the funds neces- 
sary to build it up and continue it on a firm basis until such time as 
the endowment fund, which already amounts to quite a considerable 
sum, shall make further inroads on the finances of our exchange 
unnecessary. 

We commend the establishment of similar schools, wherever possible, 
to the attention of our sister exchanges, and assure you that you will 
never regret any expenditure in that direction. 


There is a vigorous agitation in other cities urging the adop- 
tion of the recommendation of the National Association of Build- 


ers regarding trade schools. 


IV. 


In the practical consideration of the apprentice question of 
recent years, the chief subject of interest and contention has been 
the relation to it of labor organizations. That, we have already 
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seen, was an important issue of the serious labor troubles of 1887 
in Chicago. The subject has been warmly debated in conventions 
of the National Association of Builders. At the present time, 
when the hope of improvement lies in the establishment of trade 
schools, there is serious apprehension lest the opposition of 
journeymen’s societies shall prove detrimental or disastrous to 
the establishment of such schools. Among the bricklayers and 
stone-masons of Chicago, as we have seen, the matter was finally 
adjusted by agreeing that the regulation of the apprentice system 
should be left to the joint committee of arbitration, representing 
both employers and journeymen. 

In the convention of the National Association of Builders, 
held at Philadelphia in 1891, the matter received some attention. 
The committee on arbitration reported a plan for adoption by 
local associations. According to this plan,* the government of 
apprentices and similar matters were to be left to the joint com- 
mittee of arbitration. There was some objection made to this. 
Mr. Swain,? of Kansas City, in particular, did not want the unions 
to say to the employers how many apprentices they should take. 
However, in the end the plan of arbitration was indorsed. 

In the convention of 1893 at St. Louis, the subject provoked 
more extended discussion, of which the following report? from 
Rochester was the occasion: 
The mason contractors have an arbitration committee with the 
masons’ union that has power to settle all controversies, and to which 
all questions of disagreement must be presented before a strike or lock- 
out can occur. This committee has the power to make rules governing 
apprentices, and the regulations under which we are now working in 
our city, fixing the number of apprentices according to the average 
number of mechanics employed by any builder, were formulated by 
this joint committee. 

Mr. Hersey, of Boston, closed his remarks on this report by 
saying :+ “I believe this association should recommend that when 
* Proceedings of the Convention of 1891, p. 48. 

? Ibid., p. 80. 
3 Proceedings of the Convention of 1893, p. 84. 
4 Ibid., p. 117. 
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boards of arbitration are established the matter of apprentices 
should be left severely alone. Every boy should have a right to 
learn a trade if he is so disposed.” This was followed by a 
motion‘ to the effect that the question of limiting the number of 
apprentices should not be discussed in any board of arbitration 
sanctioned by the convention. 

The remarks in favor of this motion rested on the declaration 
of the principles of the association, that it is the right of every 
boy to learn a trade, and the right of employers to regulate such 
affairs without interference from the unions. Mr. Wright, of 
New York, reported? that in his city the employers refused to 
allow the consideration of the matter by the joint committee of 
arbitration, “‘claiming that there is just as much inconsistency in 
demanding that the employer shall have a certain number of 
apprentices, no matter what his ability to make workmen of 
them, as to say that there shall be none at all.” 

It is interesting to find that the leading opposition to this 
motion came from a man who went into the strike of 1887 in 
Chicago with ideas in harmony with it. Mr. George C. Prussing 
is a prominent contractor of Chicago, and has been an influen- 
tial member of the National Association of Builders from the 
start. Replying to the motion of Mr. Hersey, of Boston, he 
said :3 

Generally you will find that, with a thorough knowledge of what is 
going on, things don’t look quite so bad in this country as they seem. 
Why, if we countenance boards of arbitration composed of employer 
and employee in the various cities, should they not take up the subject 
of apprentices in their own community? Who is there that knows 
better the wants of that community or of their occupation or trade than 
they do? Is it not a legitimate subject for them to arrange among 
themselves, who should be apprenticed and under what rules and regu- 
lations? Is it not their trade? I looked upon this matter much as 
some of the gentlemen who have touched upon it, before I got into it 


* Proceedings of the Convention of 1893, p. 118. 
* Jbid., pp. 126-7. ‘The debate on this subject covers pp. 116-133. 
3 Jbid., pp. 120-1. 
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deeper.' I thought that every boy should have the privilege of learn- 
ing a trade whenever he felt inclined to sign articles, or his parent or 
guardian for him. Since that time I have read a little on the subject 
and have had more experience. The city of Chicago had approxi- 
mately, at the time of which I speak, 4,000 bricklayers and stone- 
masons. When the joint committee of arbitration came together, 
representing that enormous body of tradesmen and the employing 
masons of the city, we told them their rule that no employer should 
have more than two apprentices was a hardship and a wrong, and an 
outrage upon the American boy. ‘They proved to us that we did not 
know what we were talking about. They showed that upon the books 
of their association 850 odd apprentices were registered at that time. 
Think of it! 850 apprentices were registered in a community that had 
only about 4,000 journeymen. It was strange to us, it was a revelation 
to us; because, among the employers in the room at the time, there 
was only one, I think, who had one apprentice. Now what does that 
prove? ‘That the small builder, if he is a mason, has apprentices and 
as many as he can possibly hire, sometimes, perhaps, does inferior work 
because of the number of apprentices, and, above all, these boys so 
employed do not get an opportunity to learn their trade fairly because 
of their very number. When we found that state of affairs, these gen- 
tlemen said to us, ‘Now we know that we haven’t approached this 


thing properly. Suggest some way in which it can be done so that the 
boy, after he is apprenticed, will have an opportunity to learn his trade, 
and so that the competition which we will have to encounter as jour- 
neymen will be that of a competent mechanic, so that the trade which 
has been running down more and more may be elevated in the future. 
That is our desire, and, as we understand it, that is your desire.” 


Again,’ Mr. Prussing said : 


There are but two parties to discuss as to whether that boy shall at 
that time and under those circumstances and in that place learn a trade. 
They are acquainted with the opportunity offered, they know whether 
or not that particular employer can teach him his trade. properly, and 
inake a good mechanic and citizen out of him. The boy does not know 
about that ; he desires to learn a trade, and would like to do it with 


* There is a record of a speech by Mr. Prussing during the troubles of 1887, in which 
he took the position which he here attacks. 30,000 Locked Out, p. 91. 


* Proceedings of the Convention of 1893, p. 128. 
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that employer, but whether the opportunity exists he does not know, 
and cannot be a party to that discussion. That boy has the right to 
learn his trade under a proper opportunity—of course he has. The 
employer and the workmen that work for that employer know whether 
that opportunity is offered at that time and place: he does not. The 
workmen as well as the employer are interested in making good 
mechanics out of boys. 

The testimony from Rochester was similar to that of Mr. 
Prussing. Mr. Grant, referring to the work of the arbitration 
committee, said ': 


We stated to the union’s committee that their apprentice laws 
were wrong. They fully admitted it, but replied, “Show us something 
better.” We answered, “ We should have more apprentices.” The 
answer came back immediately, “ Will you teach them?” They 
pointed out to us that the masons who employed the most men and 
were the best fitted, and employed the best foremen and the best men, 
did not have the greatest number of apprentices, but that the small 
builders were the men who were glad to get these apprentices, because 
they would work for almost nothing, and that five, six, and seven ap- 
prentices were returned by some of the small builders a year, and the 
union had to provide places for them. They said, “ What we want 
you to do is to guarantee on your part, after you take an apprentice, 
that you will teach him to be a mason.” . . . . The principle we have 
followed is that if a boy wants to be an apprentice the application is 
made to the arbitration committee, and we find out from the sworn 
statement of the employer how many men, on an average, he has em- 
ployed for the year previous, and then he is allowed on that basis one, 
two, three, four, and sometimes five, or as many as six apprentices, and 
when he takes them he has to guarantee to teach them their trade. 


Mr. Edgerton, also from Rochester, said? the taking up of 
the subject by the arbitration committee had had a beneficial 
effect. Continuing, he said: 


Before this Arbitration Committee was organized, we were entitled 
to two apprentices, and today, under the new rule, I have several, and 
I might possibly be entitled to five or six—more than I want. The 
officers of the union come to me and request me to take apprentices ; 


* Proceedings of the Convention of 1893, pp. 123-4. 
* Jbid., pp. 124-5. 
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they bring boys whom I can’t take, and ask me to do it, and they come 
and ask for other concessions. For instance, three years is the time in 
which we have proposed to teach a boy his trade ; for the last year or two 
the officers of the union have come to us and asked if we would not 
keep them for four years. In our little city we have probably about 
six hundred masons and one hundred and fifty apprentices, which is 
all we can take care of and do justice to. We prefer, when our trade 
school gets established and moving along nicely, to have our boys go 
there. It is not a pleasure or a profit to me to have apprentices in my 
employ. We take them nowin order to make good masons, and help 
those boys who are deserving. 


Mr. Sayward reported that in Boston the arbitration commit- 
tee had settled the apprentice question, but had not done so by 
limiting the number. When the union delegates wanted a certain 
limited number to be fixed, they were told that the limit at which 
they were willing it should be fixed would give the opportunity 
for four or five times as many apprentices as the city of Boston 
could possibly take care of. If every builder seized the oppor- 
tunity of having as many apprentices as the union said was 
proper, there would be eighteen or nineteen hundred apprentices 
in Boston. 

The first vote on Mr. Hersey’s motion must have been close, 
for the chair was unable to decide. Ona roll call Mr. Hersey’s 
motion was laid on the table, and the convention stood com- 
mitted to the policy of allowing joint committees of arbitration 
to deal with the apprentice question.’ 

The action of the National Association of Builders on the 
apprentice question, so far considered, has been wise and intel- 
ligent, and the subject has been treated with broad-mindedness. 
On one head, however, in connection with the trade school, there 
is a chance for criticism. 

The trade school is an essential feature of the plan of appren- 
ticeship recommended. The greatest apprehension for the 
success of the trade school is the possible opposition of labor 
organizations. It would seem that trade unionists are favorable 
to the idea of the trade school, but are suspicious of it when 


* Proceedings of the Convention of 1893, pp. 132-3: 





422 JOURNAL OF POLITICAL ECONOMY. 


controlled exclusively by employers, or when the school is 
entirely removed from any trade union control or influence. 
Unquestionably the New York Trade Schools have met with 
opposition from organized labor. This may, to a great extent, 
be accounted for by the fact that the school professes to turn 
out competent workmen in a short time, and that the founder, 
Mr. Auchmuty, has been strongly opposed to trade unionism. 
Mr. Samuel Gompers, president of the American Federation of 
Labor, is quoted by the Century* as opposed to trade schools, 
but the words seem to be directed rather against Mr. Auch- 
muty’s aspersions on trade unions than against his schools. Mr. 
P. J. McGuire, of Philadelphia, says unions would not be opposed 
to trade schools if supported by the city or state. He also says 
that Mr. Auchmuty went out of his way to abuse trade unions.” 
The secret of the opposition to trade schools may be found in 
the fear that boys trained in trade schools would not sympathize 
with unions.3 

In other cases, where unions have been cordially treated, they 
have proved favorable. Mr. Sayward says union opposition has 
ceased in Boston since the adoption of the apprentice agreement. 
Workmen in Rochester are favorable to the trade school there. 
The catalogue of Pratt Institute, Brooklyn, says the journeymen 
plumbers coéperate with the plumbing school. Mr. Harkness, 
of Philadelphia, writes that the journeymen are still cordial 
to the school there, for the reason that they do not pretend to 
turn out journeymen. Mr. Stevens reports‘ that the workmen, 
when invited to the Philadelphia school, contributed money to 
its support, and favored having the boys learn the fundamental 
principles of trades there. 

* July, 1893, p. 475. 

? From a paper by Prof. E. W. Bemis on Trade Schools, read before the World's 
Fair Labor Congress. In this article Mr. Gompers is cited as disparaging trade schools 
that tend to bring an unlimited number of boys into a trade, but is favorable to what he 
terms the European trade school idea, of furnishing trade education to those already 
in the trade. 

3 Report of the New York Bureau of Labor, 1886. 

4 Proceedings of the Convention of the National Association of Builders, 1893, p. 119- 
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The hearty co-operation of unions is essential to the best 
success of the plan of apprenticeship of the National Association 
of Builders. Their participation was invited in dealing with ap- 
prentices by the boards of arbitration. But as regards the trade 
schools, the plan of the National Association of Builders pro- 
vides only for examination, granting of certificates, etc., by a 
committee of employers. This seems to be a return to the 
method of regulation of a matter of joint concern by one party 
alone, for the workmen certainly are interested in the training 
and ability of those who shall come out of these trade schools to 
enter their ranks. A joint committee to conduct examinations 
and grant certificates would be more in keeping with earlier 
methods. * 

With the codperation of both employers and journeymen, the 
complete plan of apprenticeship of the National Association of 
Builders may be expected to meet with more general acceptance. 
The new apprentice system, under which a well educated boy 
spends perhaps a year in the trade school, and two years at 
practical work, may be expected to produce better workmen 
than were common. under the old system, where five or seven 
years’ service was required. 

GrEorGE C., SIKEs. 

UNIVERSITY OF CHICAGO. 


*In Boston this matter is left to the joint committee. See agreement concerning 
apprentices in the appendix. 
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I. 


THE disposition to be made of the Pacific Railway debts is a 
question of the day. It is so because in 1895 there falls due the 
first installment of an indebtedness to the United States Govern- 
ment of nearly $125,000,000, and before this first installment is 
due, the policy of the Government concerning the whole 
problem presented by the Pacific Railways must be definitively 
fixed. The answer to the question in hand ought to depend 
on the following considerations: What were the spirit and the 
motives of the Government in making this loan? Has justice 
been done subsequently upon the terms fixed in the charter- 
ing legislation between the roads and .the Government ? 
What is the present financial status of the roads—their debt- 
paying ability ? The last is purely a business consideration : 
the others might affect the animus of the legislation which 
is soon to be enacted. The treatment of these points in 
this article can be only in outline: detailed proofs must be 
presented in another form. 

The Pacific Railway project as it finally took form was an 
evolution, with its beginnings far in the past. Within three years 
of the time when Stephenson constructed the first successful 
locomotive, there was printed in America a proposal to connect 
our Atlantic and Pacific seaboards by a railway. Nor was this a 
sporadic case, for by 1836 there was held a public meeting to 
advocate the Pacific Railway, and by the end of the decade the 
idea was far from new. During the forties the agitation was 
widespread and vigorous, and half the states in the Union, by 
votes of their legislatures, formally approved the plan. From 
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1850 to the enactment of the charter acts, the Pacific Railway 
was discussed in every session of Congress. In 1856 the Repub- 
licans, and in 1860 both the Republicans and the Democrats, 
commended the project in their platforms. -Thus the demand for 
a road had spread. 

Down to this time the convincing arguments in favor of the 
road had been first commercial, and only secondarily political. 
The claims of rival sections and cities, however, put off definite 
action, until in the later fifties the slavery question threw every- 
thing else into the background. 

The earliest Pacific Railway plan was for one road, to run 
from the shore of Lake Michigan to Puget Sound. Later, as the 
regions farther south began to claim for themselves the advan- 
tages of the road, there were evolved multiple road schemes, and 
routes all the way from Wisconsin to Texas, and from Puget 
Sound to San Diego bay, were talked of. Still later it was realized 
that the task of building a single road was one of sufficient 
magnitude, without attempting the simultaneous construction 
of two or three. Finally, the political significance of the road 
came into prominence. The suspicion that England wished 
to wrest from us the Pacific coast, was an argument against 
building on the northern route, which ran close to the Brit- 
ish possessions ; then the outbreak of the war killed the south- 
ern road projects, and there remained the central route as 
the only available one. Thus matters stood at the outbreak of 
the war. 

In the debates in Congress there had appeared all sorts of 
arguments favoring and opposing the road. It was talked of as 
a monstrous extravagance, and as a means of filling the coffers of 
the Government. All the strict-construct’on ideas were presented 
with numberless variations. It was said that the general Govern- 
ment could not charter a road at all, that a road so chartered 
could run its line only through the territories, that it could run any- 
where. The scheme was praised as a means of saving the nation, 
and denounced as a blow at the South. Finally, with secession, 
the southern members withdrew, and the opposition, which had 
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come largely from the uncommercial South, died down. It was 
evident that the northern and Republican Congress could now 
proceed with the project which had so long been under consider- 
ation. From this point on the debate was chiefly on details, not 
on the principles underlying the right to charter. Without further 
introduction, then, we may pass to a consideration of the Act 
which, by President Lincoln’s signature, became a law July 1, 
1862. It was the result of a constant Congressional struggle for 
a dozen years, and might be expected to fit the needs of the case 
perfectly. 


II. 


The Pacific Railway Act of 1862 had for its object the build- 
ing of a road which should connect the eastern railway net with 
the one which had already begun to come into existence on the 
Pacific coast. This road was not, however, to begin where the 
roads from the east then ended. Across Iowa private initiative 
could be trusted to supply the lack, so the initial point of the 
Pacific Railway was located on the Missouri river, at Omaha. 
This city had no rail communication with the East until 1867, 
when the Chicago and Northwestern came through to that point. 
The Pacific Railway Act provided for a road to run from Omaha 
to San Francisco. The eastern portion of this trunk line, from 
Omaha to the state line of California, was to be built by the 
Union Pacific Railroad Company. This company was to be 
organized de novo for this purpose, the first corporation since the 
Second United States Bank to receive its charter from the National 
Government. 

The western part of the main trunk, from the eastern line of 
California to San Francisco, was to be built by the Central Pacific 
Railroad Company, a California corporation. 

Besides this main line, the act provided for other branch lines. 
Each of the various cities on the Missouri river wanted the val- 
uable privilege of being the eastern terminus of the system, and 
to quiet their demands, a system of branches was devised. Sioux 
City, on the north, was provided for in this way: When that 
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point had been reached by a railway running through Iowa or 
Minnesota—2. ¢., from Chicago or St. Paul—the Union Pacific 
Company was required to construct a branch connecting Sioux 
City with the main line at a point not west of the one hundredth 
meridian. From Kansas City, the Leavenworth, Pawnee, and 
Western was to build an extension to the north and west, joining 
the main line, like the Sioux City branch, at a point not west of 
the one hundredth meridian. This company was also authorized 
to build a short line from Leavenworth to connect that city with 
the Kansas City branch. St. Joseph was to be the initial point 





5 





of a line by way of Atchison running westward. It was expected 
that one hundred miles of track would suffice to effect a junction 
with the Kansas City branch. Thus there would be a symmetrical 
system of branches to collect the traffic of the Missouri river 
points and concentrate it at the one hundredth meridian for its 
trip westward. The Pacific Railway as contemplated in the Act 
of 1862 is shown in the accompanying map. 

To insure the building of these roads a Government subsidy 
was offered in the shape of a land grant and a loan of the credit 
of the United States. This, however, did not apply to the short 
line from Leavenworth. On each side of the track the railway 
company was to receive five sections of land, the alternate 
ones —7. ¢., one-half the land in a strip twenty miles wide. 
This would make the total grant of land about 33,000,000 
acres, 
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But this land grant could not be made a source of immediate 
income, for sales must wait on settlement, and settlers would 
come in but slowly until the railway was built. The credit loan 
was the device for providing ready money. This aid was given 
in the following manner: When short sections, of specified 
lengths, had been completed, the Secretary of the Treasury was 
authorized to turn over to the railway officials bonds of the United 
States which could be sold. For those portions of the road 
which ran through level country —z. ¢., east of the Rocky Moun- 
tains and west of the Sierra Nevadas—there were to be given for 
every mile of road sixteen currency bonds of the United States 
of the denomination of $1,000, to run thirty years, with interest 
at 6 per cent. For the 150 miles where the road, leaving the 
plains, climbed across the Rockies to reach the interior plateau, 
the bond subsidy was to be trebled—$48,000 per mile. The 
provision was the same for the 150 miles eastward from the 
western base of the Sierra Nevadas. For the plateau region 
between the Rockies and the Sierra Nevadas the subsidy was to 
be $32,000 per mile. Thus the total issue of United States bonds 
for the purpose of securing the construction of the Pacific Rail- 
way was, in round numbers, $61,000,000. But these bonds were 
not a gift to the railway companies ; they were a loan to be repaid 
at maturity, principal and interest, and they were constituted a 
first mortgage on the roads which they were issued to aid in 
building. Such was the offer which Congress, in 1862, saw fit to 
make for a railway to the Pacific. 

As has already been said, the reasons urged for building a 
Pacific Railway were at first commercial. These were strong 
enough to induce vigorous agitation very early, long before the 
Oregon question had been settled. When the acquisition of Califor- 
niaand the southwestern states more than doubled our Pacific coast 
line, these reasons acquired an added force. With the discovery 
of gold in California, and the consequent heavy emigration from 
the eastern states to the Coast, new strength was added to the 
demand for a road. When the war broke out there was danger 
that the large southern element in California would gain control 





THE PACIFIC RAILWAY DEBTS. 429 


and throw the influence of the Coast in favor of the South, and 
the road was called for to counteract this danger. In addition to 
this menace from within there was as great a one from without. 
There was good evidence that if the strained relations between 
England and the United States ended in open rupture, England 
stood ready to make an immediate descent upon the isolated 
coast. These last were the controlling reasons in 1862. Added 
to these amply sufficient reasons for subsidizing the railway were 
still others. The strip, 2,000 miles broad, of unsettled land lying 
between the eastern and the western populated regions, was 
believed to be what its name indicated, the Great American 
Desert, and it was not supposed that a railway across it 
could ever build up a paying local business. The Pacific Rail- 
way, then, it was argued, must rely on trans-continental traffic for 
its income. In addition to the value of such a road as a bond 
between the East and the West, and as a commercial enterprise, 
was its value in helping to settle the vexing Indian problem. 
The regions through which it would run were the breeding ground 
of almost interminable Indian wars, and the expense for trans- 
porting troops and munitions was very great. This road, it was 
argued, would make possible the rapid transference from place 
to place of troops, and decrease the size of the Indian-fighting 
army. It was calculated that the saving on army bills would 
equal the interest in the debt to be contracted in subsidizing the 
Pacific Railways. These, then, were the reasons for the enact- 
ment of the Act of 1862. It was a war measure, put through as 
such when the nation was in imminent danger of disruption, and 
as such it should be judged. 

It was not long after the passage of the Act of 1862 that 
work under it began. The Central Pacific Railroad Company, to 
which the building of the western end of the line was assigned, 
had been organized, in 1861, under California state law. On the 
7th of October, 1862, it formally accepted the terms offered by 
Congress, and the work of construction began January 8, 1863. 

The Union Pacific Railroad Company, which was to build 
the eastern part of the line, effected its temporary organization 
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according to the terms of the Act, and books for stock- 
subscriptions were opened in the leading cities of the country. 
Thirty-one shares of $1,000 each were subscribed for, and 
$17,300 paid in. There the matter stopped. Railway men knew 
that a mile of road in Illinois cost $33,000; in Iowa, $35,000 ; 
in the level parts of California, $34,000. A considerable propor- 
tion of the able-bodied men of the country was in the army, 
and the prices of both labor and materials were abnormally high. 
Between the eastern system of railways and the initial point of 
the proposed road was a gap of hundreds of miles, making it 
necessary to carry materials by way of the Missouri river, a 
hazardous and costly mode of transportation. Under the circum- 
stances, the capitalists of the country did not consider the Union 
Pacific a promising investment. 

Meanwhile, Thomas C. Durant of New York, a man of wide 
experience in railway building and of large resources, became 
interested in the enterprise, and took hold of it with characteristic 
vigor. He not only made a stock-subscription of his own, but 
also secured subscriptions among his friends. To do this, he 
advanced for them the I0 per cent. required by law to be paid in 
before the permanent organization could be effected, and agreed 
to find persons to take it off their hands in case they wished to 
withdraw from the venture. On the 29th of October, 1863, 
2,177 shares of $1,000 each had been subscribed for and a board 
of thirty directors was chosen. In the list we find a number of 
names prominent in financial circles, the New York element 
predominating. 

Immediately after organization was effected men were put to 
work, ground being broken at Omaha, December 2, 1863. The 
sum of $218,000 which had been paid in on stock-subscriptions 
was used up, and debts contracted for from $200,000 to $300,- 
000 more. The company was so hard pressed on these debts 
that it finally resorted to the expedient of selling part of the 
materials and cars to raise funds. It soon became evident that 
New York capitalists were not to be induced to put the enterprise 
through on the terms offered by the Act of 1862. 
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Finally, construction having ceased and it being evident that 
the road would not be built unless more liberal terms were 
extended to capitalists, the Act of July 2, 1864, was made a law. 
This doubled the land-grant, and allowed the issue of first mort- 
gage bonds equal in amount and similar in tenor to the United 
States bonds promised in the original Act. Thus the lien of the 
Government became a second mortgage. In addition to these 
more important changes, which doubled the resources of the 
road, several minor ones helped to put the road on a more 
favorable footing. 

Even then the friends of Durant were so doubtful of the suc- 
cess of the road that they availed themselves of the offer made 
them when they subscribed, and Durant was made responsible 
for three-fourths of the sum ($2,000,000) required to be sub- 
scribed before organization was authorized. 

During 1863 and 1864, and well into 1865, Durant was the 
moving force of the Union Pacific enterprise. He made a 
dummy contract, in 1864, with an employee of the road named 
Hoxie, for the building of 100 miles of road at $50,000 per 
mile. Later this contract was extended to the hundredth mer- 
idian—247.45 miles west of Omaha. Still later in the year it 
was assigned to Durant and a number of his friends, who pledged 
$1,600,000 for carrying it out. According to the terms of the 
agreement one-fourth of the sums subscribed was paid in, 
$400,000 in all, and this amount was used on the road. The 
men who had assumed the Hoxie contract now stood in the rela- 
tion of partners, liable not only for the sums subscribed, but to 
the extent of their fortunes. Some of them became fearful and 
concluded that it would be better to lose the sums already sunk 
in the enterprise than to go on and take greater risks. They 
therefore failed to respond to the call for the second installment 
of their subscriptions. 

About this time, August 1865, an important step was taken 
in getting the brothers, Oakes and Oliver Ames, to take hold 
of the project. Oakes Ames had become interested in the 
Pacific Railway while a member of the Committee on Railroads 
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in the House of Representatives, and his personal influence in 
Massachusetts, together with his great financial strength, made 
him a valuable ally of those who had started the road. Plans 
for proceeding were again discussed, and it was agreed that the 
only feasible way to enlist the necessary capital was to organize 
a construction company. The scheme of building railways by 
construction companies organized among the stockholders was 
not new; it had been tried successfully in Iowa. Exhaustive 
contracts were not a new device. So all that the Union Pacific 
people had to do, was to adapt to their own use methods which 
others had elaborated. 

It having been decided to make use of a construction com- 
pany, choice was made of a Pennsylvania corporation as meeting 
the requirements. This was the Pennsylvania Fiscal Agency, 
which had been chartered in 1859 to build railways in the South, 
March 2, 1864, Durant opened negotiations for the purchase of 
its charter rights, and on the following day the bargain was closed, 
Durant paying to its original subscribers the sums which they had 
invested, they assigning their stock. Previous to this time there 
had been no connection between the men of the Union Pacific 
and of the Fiscal Agency. On March 26, 1864, an amendatory 
Act changed the name from the Pennsylvania Fiscal Agency to 
the Credit Mobilier of America, and as such it later became widely 
known. Thus the Credit Mobilier became an adjunct of the 
Union Pacific. 

The reason for securing such a company is obvious. No firm 
could be induced to undertake the building of the road if each 
member was liable to the extent of his property. The risk was 
too great. But it was believed that if a company was secured in 
which the liability was limited to the amount of the subscription 
to stock, as in the Credit Mobilier, capital could be enlisted. 
This proved to be the case, and the necessary capital was quickly 
subscribed. 

As a matter of convenience the offices of the Credit Mobilier 
were to be in New York, where the headquarters of the railway 
were located, but by its charter it could not cease to be a 
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Pennsylvania corporation. To get around this difficulty, the 
device of a New York branch was resorted to. The corporate 
existence of the Credit Mobilier was maintained in Pennsylvania, 
the board of directors, the officers, and the executive committee 
being elected at meetings held in Philadelphia. This executive 
committee then chose from among the stockholders of the Credit 
Mobilier and of the Union Pacific, a number of men to constitute 
what they called a railway bureau. This body had its office ina 
room adjoining the offices of the Union Pacific. The executive 
committee attended to all the larger fiscal transactions, while the 
railway bureau had charge of the construction of the road, pay- 
ments for work, and other details. Under this arrangement the 
work progressed satisfactorily. Part of the necessary capital of 
the Credit Mobilier was secured by transferring to its books the 
subscriptions which had been made for carrying out the Hoxie 
contract by the men who assumed it. They were relieved of 
their former obligations by the transfer of the Hoxie contract to 
the corporation of which they had just become stockholders. 
This change was made March 15, 1865, some six months ‘after 
they had taken the contract off Hoxie’s hands. The trans- 
ferred subscriptions, $1,600,000, were supplemented by others, 
securing for the Credit Mobilier a working capital of upwards 
of $2,000,000, and the work, which otherwise must have 
stopped within sixty days, was pushed vigorously. 

But note how incongruous was this arrangement. The Credit 
Mobilier was nominally a Pennsylvania corporation, while at the 
Pennsylvania office no business was done. The New York con- 
cern was in form only a branch of the Pennsylvania corporation, 
yet it transacted all the business which the Credit Mobilier ever 
had. The Union Pacific railroad was being built, not by the 
Union Pacific company, but by the Credit Mobilier, and the Union 
Pacific officers simply got the resources into available shape and 
turned them over to the Credit Mobilier. It sold the United 
States bonds and transferred the cash. Sometimes it turned over 
the proceeds of the sale of first mortgage bonds, sometimes the 
bonds themselves. 





a 
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Under the new impulse which the Credit Mobilier gave to the 
enterprise, the work was carried forward so rapidly that during 
the year 1866 the Government passed upon and accepted 270 
miles of track as meeting the requirements of the law. About 
the time when the construction had reached the one hundredth 
meridian, quite a number of the stockholders of the Credit 
Mobilier had become large stockholders of the Union Pacific, 
among them Mr. Ames, Mr. Dillon, and Mr. Duff. Naturally, 
they desired to be represented on the Union Pacific board, and 
Oliver Ames and two or three others, at the election of October 
3, 1866, went into the directory of the Union Pacific. From this 
time on there were two factions among the Union Pacific people, 
one headed by Durant, the other by Oakes Ames. It has repeat- 
edly been said that the struggle between Durant and Ames was 
due to their different views as to the Union Pacific enterprise and 
their different motives in taking it up. Durant is said to have 
believed that the road would be a commercial failure, and that 
the only money to be made out of it was to be made on construc- 
tion contracts; while Ames believed in the future of the road 
and looked to the legitimate business of the road after its com- 
pletion for his profit. The evidence as to contracts made by 
these men for construction, however, does not exhibit any great 
rapacity on Durant’s part, nor any great tenderness toward the 
road on Ames’s part. It seems that the friction between these 
men was rather of a personal nature. Duyrant carried the enter- 
prise as far as his resources would allow, and then had to give 
way to Ames. Whoever had succeeded him as leader would 
probably have aroused Durant’s jealousy and had his opposition 
to contend with. A long struggle ensued, the details of which 
may be omitted. They show nothing but the evolution of the 
terms of the great contract under which two-thirds of the road 
was built, the Ames contract. 

Before noting the terms of the Ames contract let us recapitu- 
late. The first thirty-five miles of track had been built by the 
Union Pacific Company directly, largely with Durant’s money. 
Next, the Hoxie contract for 100 miles was let, and later extended 
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to cover all the road from Omaha to the one hundredth meridian 
—247.45 miles—including the part already built. Then the 
Hoxie contract was assigned to the Credit Mobilier and by it 
executed. Beyond the one hundredth meridian all contracts 
were let subject to any future contract which might be made 
covering the same ground, and the Credit Mobilier carried con- 
struction to the three hundred and fifth milestone. Then fol- 
lowed a series of attempts at contract letting which ended in 
nothing, because of the differences of policy between Durant and 
Ames. . 

Thus far construction had been easy. It had _ been 
anticipated that great difficulty and heavy expenses would 
be met in crossing the Rocky Mountains, but during 1867 
it became generally known that there was an easy route 
by way of the Black Hills requiring no grade heavier than 
ninety feet to the mile, and knowledge of this fact greatly 
strengthened confidence in the completion of the road. This 
route lay through what had previously been called the Cheyenne 
Pass, Cheyenne and Sherman being located there. From this 
time on it was called the Evans Pass, it having been discovered 
by an engineer named Evans acting under the guidance of the 
chief engineer of the road, General Dodge. 

By August 16, 1867, the road was completed to a point 188 
miles beyond the one-hundredth meridian, and a letter of that 
date from Oakes Ames proposed the terms on which he would 
become responsible for building the 667 miles of road beginning 
at the one-hundredth meridian. The board passed a resolution 
the same day directing the officers to obtain the written consent 
of the stockholders, a provision upon which Durant insisted, and 
then to ratify the contract, giving Ames an option of extending 
it westward to Salt Lake if he chose. The prices specified were: 
100 miles at $42,000 per mile, 167 at $45,000, 100 at $96,000, 
100 at $80,000, 100 at $90,000, 100 at $96,000. Thus Ames 
assumed a contract aggregating $47,915,000. 

These prices, although high for the eastern sections of the part 
which they covered, were, on the whole, perhaps not exorbitant. 


























436 JOURNAL OF POLITICAL ECONOMY. 


The rates for the western sections would undoubtedly have 
been made considerably higher if the eastern part, with its 
assured profit, had not been included. Moreover, this contract 
insured the building of the difficult portions by providing that 
when the proceeds of the bonds were not sufficient to pay the 
contract prices, the contractor would subscribe for enough stock 
to furnish the money for paying the balance. In other words, 
Ames was bound to take in stock, at par, that part of his pay 
which was not produced by selling the two kinds of bonds. In 
no other way could security have been obtained for the building 
of the difficult and risky portions of the road. In fact, it was 
impossible to let contracts to outsiders for even the easy portions 
of the road. John Duff, who had done a great deal of work of 
this sort, made repeated efforts to let contracts among experi- 
enced and competent contractors, appealing to his own sub-con- 
tractors in his attempts to find some one who would do the work, 
but he was unable to get anyone to go out there. Horace 
Clarke said, in 1873, that he thought the Ames contract the 
wildest contract he ever knew to be made by a civilized man. 
Be that as it may, the work was pushed to completion 
under it. 

Athough this contract did not intimate in its terms that any- 
one besides Oakes Ames and the Union Pacific Railroad Com- 
pany was in any way concerned in the matter, there undoubtedly 
existed a more or less definite understanding that the persons to 
profit thereby were the stockholders of the Credit Mobilier. The 
arrangement by which the profits were distributed to them is 
described in the tripartite agreement, which was signed October 
15, 1867. General Benjamin F. Butler suggested this form of 
contract as obviating the difficulty which would arise if any 
single stockholder of the Credit Mobilier should object to the 
transfer of responsibility to that organization. The party of the 
first part was Oakes Ames, who then held the contract, and who 
assigned it to the party of the second part. Seven trustees con- 
stituted the party of the second part, and they bound themselves 
to carry out the contract according to its terms, and to distribute 
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the profits thereupon among those stockholders of the Credit 
Mobilier who should execute to them an irrevocable proxy on at 
least six-tenths of any Union Pacific stock which they then 
owned, or which they in future might own. This power to vote 
a majority of the Union Pacific stock insured the trustees against 
the election of a Union Pacific board hostile to the interests of 
the Credit Mobilier. The men named as trustees were Oliver 
Ames, T. C. Durant, J. B. Alley, Sidney Dillon, C. S. Bushnell, 
H. S. McComb, and Benjamin E. Bates. The party of the third 
part was the Credit Mobilier, which guaranteed the carrying out 
of the contract and bound itself to loan the trustees what funds 
they needed, receiving therefor 7 per cent. interest and 2% per 
cent. commission. , 

Noteworthy changes in the standing of the Union Pacific 
enterprise had taken place since 1864. Then the Credit Mobilier 
had to be secured in order to limit liability and get enough 
capital to continue construction. In 1868 there was no difficulty 
in getting capital to take hold of the Ames contract. The 
proxies which were required, and which were readily given to the 
trustees, were so worded that they made each stockholder of the 
Credit Mobilier a partner in the enterprise—just what the Credit 
Mobilier had been made use of to avoid—and the trustees went 
to work with $50,000,000 back of them. Until the connection 
of the Credit Mobilier with the Ames contract was known, the 
stock of that corporation had never had a market value. Then 
it immediately went far above par, and what few sales were made 
were at fancy figures like 260. 

As has already been said, the Credit Mobilier continued to 
build the road beyond the one-hundredth meridian, where its con- 
tract ceased, knowing that proper credit for its work would be given 
when the final contract was let. We have seen that when Ames’s 
proposal was made, 188 miles had already been built. By the 
time he assigned the contract to the trustees 50 miles more had 
been finished. This first part of the work embraced under the 
Ames contract was not expensive, and what was to be paid for it 
was some $2,500,000 or $3,000,000 in excess of its cost to the 
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builder. So the trustees, with this sum in hand, made haste to 
carry out their obligations. 

As Ames did not wish to extend his contract beyond the 667 
miles which it originally covered, Durant, to avoid delay, made 
a contract in November, 1868, with James W. Davis, a sub-con- 
tractor, to build the remainder of the road. The Davis contract 
took the Ames contract as its basis, and an accompanying agree- 
ment provided for its assignment to the same trustees who 
executed the Ames contract. A resolution of the board of 
directors of the Union Pacific approved Durant’s action, and a 
committee was appointed to obtain the necessary consent of the 
Union Pacific stockholders. Thus without any change of 
machinery the work went on. 

Construction on the western part of the road was pushed with 
unprecedented vigor, winter not being allowed to stop work. 
There were several reasons for this haste. Public opinion, which 
the Government directors voiced, urged it. To put capital into 


the road and postpone its productiveness by not opening it to 
traffic until 1875, the limit set by the Act of 1864, would have 
crushed the company under the accumulations of interest. The 
Salt Lake business and a “governing point” for the traffic of 


that region was a prize to be gained only by rapid work. Late 
in the construction period the desire to meet the Central Pacific 
as far west as possible became a motive. So the work was done 
with marvelous speed. Four or five miles of track were laid per 
day, and items of expense which should have been $600 per mile 
were made $1,500 instead. By such methods the Union Pacific 
and the Central Pacific were joined May I0, 1869. 

This saving of six years of the time allowed by the law for 
completing the road doubled the cost to the builders. By 
increasing the working force the chance of accidental delays was 
increased, and the costliness of such delays likewise increased. 
Just before the Ames contract was let, the Union Pacific was 
obliged to borrow money in New York to use on the road, for 
which it paid 18 or 19 per cent. By pushing the road out beyond 
the bounds of civilization and not waiting for the slower pace of 
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the settler, it often became necessary for one-half the force to 
stand guard whilé the other half worked. Hundreds of workmen 
were killed by the Indians. 

Thus far the managers of the enterprise were responsible for 
the increased cost; they could have avoided it by adopting a 
different policy. But there were other items of needless cost 
which they could not avoid. For these the Government alone 
was to blame. One such is where two Government directors 
insisted that a cut should be made through each rising in the 
Laramie plains, giving the track a dead level, instead of conform- 
ing it to the surface of the ground. As snow blockades made it 
necessary to refill these cuts later, there was a waste of from 
$5,000,000 to $10,000,000. At the crossing of the North Platte 
machine shops were called for, which cost perhaps $300,000. To 
the company they were not worth three cents. A Government com- 
missioner, Cornelius Wendell, appointed to examine the road and 
report whether or not it met the requirements of the law, flatly 
demanded $25,000 before he would proceed to perform his duty. 
As a considerable section of road awaited acceptance, and as 
acceptance must precede the drawing of subsidies, his demand 
was paid in the same spirit in which it was made—as just so 
much blood-money. 


III. 


In this sketch of the construction period of the Union Pacific 
there have appeared all the characteristics which mark the build- 
ing of the other parts of the system. Each of the Pacific Rail- 
ways was built by a ring of stockholders organized into a con- 
struction company; all the resources of the railway company 
were turned over to the construction company; each road was 
capitalized far beyond what was necessary, and thus crippled by 
its burden of interest on securities. 

Better management was shown in building the Central Pacific 
than in building any other part of the system. A small circle of 
Sacramento merchants took up this work which other capitalists 
shunned, risked all they had in it, and reaped rich rewards for so 


J 
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doing: Their construction company was called the Contract and 
Finance Company. Its task was completed in the face of far 
greater physical odds than those against which the Union Pacific 
fought. Engines, rails, tools, etc., were taken from New York to 
California by the long voyage around Cape Horn—sailing 19,000 
miles to reach a point 3,300 miles distant. Long stretches of 
snow-sheds were built of logs, and heavy grades were overcome 
in crossing the Sierras; and the Central Pacific emerged on the 
interior plateau in time to enter an exciting race with the Union 
Pacific for the traffic of the Salt Lake valley. The junction of 
the two roads, which it was expected would be at the eastern line 
of California, but which was left movable so as to incite to rapid 
building, was thus pushed eastward almost to Ogden. 

The main trunk of the Pacific Railway system was built 
according to the plan of the charter acts, except as to the point 
of junction. Not so, however, as to the other parts. The Sioux 
City branch, instead of immediately crossing the Missouri and 
heading for the one hundredth meridian, swung slightly east of 
south in order to get its subsidy in the fertile Iowa lands, crossed 
the river not far above Omaha, and joined the Union Pacific at 
Fremont, a town a little way west of Omaha. This line, known 
as the Sioux City and Pacific, has never been a part of the Union 
Pacific system, and is now leased by the Chicago and North- 
western Railroad. 

A more important variation from the original plan was made 
by the branch which it was intended should run from Kansas 
City to a junction with the main line at the one hundredth 
meridian. This road had various names at different times, but 
we may call it by its final title, the Kansas Pacific. The Kansas 
Pacific Company secured the passage, in 1866, of an act allowing 
their line to run west instead of north-west, abandoning the 
junction at the one hundredth meridian. The intention was 
undoubtedly to proceed to Denver, and thence through New 
Mexico and Arizona to some point in southern California, as, 
perhaps, San Diego. This would have made the road a competi- 
:or, instead of a branch, of the Union Pacific. The execution of 
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this plan was frustrated by the unwelcome insertion, in the Act 
of 1866, of a provision that junction with the Union Pacific must 
be effected at a point not more than fifty miles west of the 
meridian of Denver. Congress also allowed the Kansas Pacific 
company to turn over to an independent organization the build- 
ing of the link between Denver and the Union Pacific. Thus 
arose a new company, the Denver Pacific, whose line runs from 
Denver to Cheyenne. While allowing the abandonment of the 
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old plan, Congress provided that no more bonds should issue to 
the Kansas Pacific than as if it had followed the original route. 
The distance from Kansas City to the point where the Union 
Pacific crosses the one hundredth meridian was determined to be 
39344 miles, and the bond subsidy covers only so much of the 
line. This is important because the lien of the Government lies 
on only the bond-aided portions of the system. The land grant, 
however, extends from Kansas City to Cheyenne. 

The line which ran from St. Joseph through Atchison to the 
west, known as the Central Branch Union Pacific, was to connect 
with the Kansas Pacific. This was prevented by the change in 
the latter road’s route, and the Central Branch found itself a spur 
running from the Missouri river to nowhere in particular. Fail- 
ing to receive remedial legislation from Congress, it gave up its 
plans for becoming a part of the Union Pacific system, and isnow 
leased by the Missouri Pacific. It is, however, owned by the 
Union Pacific company. 
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Thus, when the construction period ended, the Pacific Railway 
system had assumed a form quite different from that planned in 
1862. Map I. (p. 427) shows the original plan. The result is 
shown in Map II. (p. 441). 


IV. 


As steps toward answering the question, What did the build- 
ing of the Union Pacific yield as profit ? the capitalization and the 
cost must be considered. 

The property, at the close of the period of construction, stood 
burdened with four kinds of bonds—United States bonds, its own 
first mortgage bonds, land-grant bonds, and income bonds. Of 
the Government bonds there were: issued the full quota—$27,- 
266,512 on 1,038.68 miles of road. The aggregate of first-mort- 
gage bonds was slightly less than this sum, $27,213,000. Of 
land-grant bonds there were outstanding $10,400,000, and of 
income bonds, $9,355,000. Thus the total indebtedness repre- 
sented by the four kinds of bonds was $74,204,512. 

The stock of the road subscribed for when organization was 
effected was slightly in excess of the $2,000,000 required, and 
was owned in various quarters. As early as December 1, 1864, 
the Credit Mobilier began to buy in these shares, and succeeded 
in acquiring almost all of them. By the time the Ames contract 
was let, the $2,000,000 had increased to about $5,000,000. Under 
the Ames and Davis contracts the trustees subscribed, at various 
times as the work proceeded, according to the terms of those 
contracts, for $30,096,000 of stock, and when the road was done 
the stock issued was $36,762,300. Thus the total capitalization 
of the road was $110,966,812. 

But this sum does not represent the cost of the road. 
From the books of the Union Pacific and of the Credit Mo- 
bilier, it appears that the expenditures by the Union Pacific, 
directly, amounted to $9,746,683.33; and that the actual 
expenditures under the Hoxie, Ames, and Davis contracts 
were $50,720,957.94, making the total cost of the road 
$60,467,641.27. 
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This should be compared with the sum received for bonds, 
which is shown by the following table : 














First-mortgage bonds .......... $ 27,213,000.00 
RGUN ORLMEEE 65.5 6254254440545 3,494,991.23 
$23,718,008.77 
Land-grant bonds ............. 10,400,000.00 
ee eee Pree 4,336,007.96 
————e Gagne 
Government bonds............ ' 27,236,512.00 
Fe eee ere er rs 91,348.72 
——————_ 27,145, 163.28 
Fnonmne SOMES. «2s cencscvass 9,355,000.00 
Po Peer ee eee 2,818,400.00 
———————___ 6, 536,600.00 
5 | rere eer oe $63,463,764.09 
Cost of road... ....°. 60,467,641.27 
Excess of receipts from bonds over cost of road.. $2,993,122.82 


There must be added to this sum, in order to get the cash 
profit on building the road, the amount which was paid to the 
Union Pacific by the Central Pacific for the section of road lying 
between Promontory, which had been settled upon as the meet- 
ing place of the two roads, and the point which is now the .end 
of the Union Pacific, some four or five miles west of Ogden. For 
this transfer of the ownership of some fifty miles of road the 
Union Pacific received the sum of $2,698,620. This makes the 
cash profit on the enterprise $5,691,742.82. 

Then, in order to ascertain the total profit on construction, 
there must be added the value of the whole amount of stock 
issued. But what that value is, cannot be said. The leading 
men of the enterprise seemed unanimous in the opinion that a 
fair valuation was 30. But Union Pacific stock had certainly 
been above that point repeatedly, and it was down at one time 
tog. It has always been a speculative stock, the sales amount- 
ing in a year to several times the total amount outstanding. But, 
for the sake of getting an estimate of the profits made by the 
builders of the Union Pacific, even though that estimate be 
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admittedly unreliable, the valuation given above may be taken. 
At 30, the $36,762,300 of stock would be worth $11,028,690. 
Adding this to the cash profit as stated above, the total profit 
appears to be $16,710,432.82, or slightly above 27% per cent. of 
the cost of the road. 

In the fourth and fifth decades of the century what railway 
construction there was, was carried on by funds furnished by 
stock subscriptions. Then, as it became evident that bonds on 
unfinished roads could be sold, a new policy arose. In the fifties 
it was a common thing to furnish a large part of the necessary 
capital by the sale of bonds. There was also developed, about 
this time, the worse policy of building by means of construction 
companies. Nearly all the building of that decade was done 
thus, and the construction companies of the Pacific Railways were 
in no way unique. But, through the relation between these roads 
and the Government, the Credit Mobilier, the Contract and 
Finance Company, etc., gained broad notoriety, while the doings 
of many other similar corporations are never heard of. 

We have now considered the first of the questions which we 
proposed, the motives of the Government in bidding for a rail- 


way to the Pacific, the terms which it offered, and the execution 
of their bargain by the railway companies. The Government 
offered a war-time price for a road, and got just what it bar- 
gained for. 


V. 


The fact that the Union Pacific and the Central Pacific 
furnished, for some years, the only rail route across the conti- 
nent, assured them an immediate income, and a place of import- 
ance in the commercial world. As early as 1872 the president 
of one of the eastern roads bought a controlling interest in the 
Union Pacific so as to throw its traffic over his road. 

In the winter of 1872-3 came the well known Credit Mobilier 
episode, as unjust a piece of work as the records of Congress 
contain. Wartime extravagance had been followed by a reaction. 
The campaign of 1872 had brought to the surface grave charges 
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against certain prominent politicians— charges which for lack of 
time could not be disproved, and so were simply denied. A 
virtuous and outraged public demanded the’ punishment of the 
men whom they had four or five years before—at the time when 
the alleged offenses were being committed—applauded to the 
echo. Two House committees made a searching examination of 
the testimony, drew up reports not borne out by the testimony, 
and recommended certain punitory action which was not only 
technically indefensible, but also extremely unjust. The country 
demanded that sins which were really its own be atoned for by 
Congressional action, Congress made two men its scapegoats, 
and the public settled back satisfied. Ever since that time the 
name of the Credit Mobilier has been a synonym for governmental 
corruption, and probably will long continue to be so. 

Of course this Congressional action showed plainly in the 
price of Union Pacific stock, and the low prices that ruled may 
partly account for the purchases, which began in 1873, by Jay 
Gould. 

Gould found the property in bad condition, but by giving it 
almost his whole time and instituting needed reforms, he suc- 
ceeded in putting it on a dividend-paying basis. During the five 
years from 1875 to 1880, $11,942,125 were paid in dividends. 
In 1875 there was talk, which resulted in nothing, of consolida- 
tion with the Kansas Pacific. Between 1873 and 1878 Gould 
increased his holding in Union Pacific stock from 100,000 shares 
to double that amount, or about five-ninths of the total amount 
outstanding. The greater part of this, however, he sold during 
the next two years, thus parting with the controlling interest. In 
1878 Gould began to buy Kansas Pacific stock, and before the 
year was out he had attempted a thorough reorganization of that 
property. But this he was not able to bring about until thenext 
year. 

The animosity shown in the Credit Mobilier episode had by 
no means disappeared. Gould’s course in running the Union 
Pacific for the benefit of the stockholders, without making any 
adequate preparations to pay the debt to the Government— 
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simply fulfilling the legal requirements— aroused the ire of Con- 
gress, and resulted in the passage, in 1878, of the Thurman Act. 

The Act of 1862 had provided that 5 per cent. of the net 
earnings of the road should be applied to the liquidation of the 
debt to the Government. Disputes over the definition of net 
earnings had arisen, and the Supreme Court had upheld the con- 
tention of the road. So in the Thurman Act Congress proceeded 
to define net earnings to suit itself. The first charter Act had 
also provided that the whole sum earned by the roads for trans- 
portation of Government supplies, mails, etc., should also be 
applied on the debt. Among the various changes made in the 
Act of 1864 with the intention of making easier the requirements 
laid on the road was a provision that one-half of this sum should 
be paid by the Government in cash, and the remainder offset 
against the debt. This was changed back to the earlier form, so 
as to deprive the road of any income from Government business, 
and the half that was previously paid in cash was now put into a 
sinking fund. This fund was directed to be invested in United 
States fives, and the interest on these reinvested in like manner, 
thus earning compound interest. It was further provided that 
the Central Pacific should pay into this sinking fund annually the 
sum of $1,200,000, or so much thereof as, when added to the 
5 per cent. required by the Act of 1862 and to the whole sum 
due from the United States for services, would make 25 per cent. 
of the road’s total net earnings.‘ The provision for payments 
by the Union Pacific was similar to that by the Central Pacific, 
except that the $1,200,000 was cut down to $850,000. 

The Thurman Act was a failure in practice. There are two 
controlling causes for this failure: (1) the large decrease of net 
earnings on which the 25 per cent. was to be computed, and (2) 

* The effect of this requirement is as follows: In very prosperous times the road 
would pay (1) the sum earned by services to the Government, (2) 5 per cent. of its net 
earnings, and (3) $1,200,000 —a very considerable sum. In years when the road was 
not prosperous it would pay (1) its services, a reasonably constant sum, (2) 5 per cent, 
of a smaller sum than in the other case, and (3) if the first sum—that for services— 


happened to be equal to 20 per cent. of the net earnings, no part whatever of the 
$1,200,000. Thus we have two limits to the sum required. 
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the failure of the sinking-fund to earn the expected 5 per cent. 
compound interest. The monopoly in transcontinental traffic 
was broken in a few years ; competition for all its traffic became 
exceedingly fierce ; and the Thurman Act only helped to hasten 
the end of the period of prosperity which induced Congress to 
pass it. The provision for investing in United States fives was 
ill-advised, for these bonds bore a premium which cut the interest 
on the investment to barely 2 per cent. The Thurman Act was 
a blunder. It was framed without regard to the probable future, 
to meet conditions which were already passing away. 

All the parties concerned in the Union Pacific, the Kansas 
Pacific, and the Denver Pacific wished these roads consolidated, 
and this would have been effected earlier than it was but for the 
friction which arose over the relative values of the various 
properties. Gould held that the Kansas Pacific stock was worth 
as much as the Union Pacific stock, share for share." 

This all looked reasonable enough, but the Union Pacific party 
stood fast. Finally Gould began a series of maneuvers which 
quickly brought them to terms. November 7, 1879, he bought 


*He assigned the following reasons: The Kansas Pacific is much less heavily 
capitalized than the Union Pacific, and so has lighter fixed charges ; it runs fifty miles 
farther east, and so has a longer stretch of agricultural country to draw from; it* lies 
2,000 feet lower than the Union Pacific, and so is in less danger from snows; its land 
grant is more valuable; its terminals at both Kansas City and at Denver are very 
valuable. On the other hand, the Union Pacific people pointed to the following 
figures : 














AVERAGE ANNUAL 
Mile- 
“8 | Net Earnings. | Earnings per | Interest per 
Union Pacific (for 10 years) ......... 1039 | $5,835,713-37 | $5,616.66 | $3,185.39 
Kansas Pacific (for 8 years) ......... 673 1,077,988,45 1,601.77 2,294.71 
Denver Pacific (for 10 years) ........ 106 141,266.42 1,332.70 1,749.89 

















Gould was able to retort that under his management the Kansas Pacific had 
recently been put on a much better basis physically, that its country was rapidly filling 
with settlers, and that the southern property would soon outstrip the northern in earn- 
ing capacity. 
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the Central Branch and some minor properties in its vicinity. 
November 13, six days later, he bought the Missouri Pacific, 
running from St. Louis to Kansas City, and let it be known that 
he had in mind the extension of his system to Ogden, by doing 
which he would have, via the Central Pacific, the shortest line 
across the continent. There was panic in the Union Pacific camp. 
Numerous consultations ensued, and finally the original terms of 
consolidation which Gould had offered were acceded to. The 
episode then culminated in the consolidation agreement of Jan- 
uary 14, 1880." 

Previous to the time when Jay Gould bought an interest in 
the Kansas Pacific, that road and the Union Pacific had been at 
war, a condition of things harmful to both properties. This had 
of course ceased prior to consolidation, and the prosperity which 
came with peace continued after the consolidation. The effect 
of Gould’s policy is evident from the list of stockholders at that 
time. Instead of a few large holders there was a large number 
of small ones. The speculator had been replaced by the investor 
as soon as dividends were paid. 

About the year 1883 began the competition for the traffic of 
the far West, and Gould foresaw the future building of roads and 
their inevitable effect on the Union Pacific property. While 
allowing a large floating debt to accumulate he kept on paying 
dividends, and quietly unloaded his stock in small parcels all 
over the country. 

* The relations of the properties are shown in the following figures : 

Mileage Capital Stock Funded Debt 
Union Pacific 1042 $36,762,300 $ 78,508,350.65 


Kansas Pacific 675 10,000,000 30,567,282.78 
Denver Pacific 106 4,000,000 581,000.00 


1823 $50,762,300 $109,656,633.43 


Lines owned or inter- 
ested in 1597 


The new company into which these three were merged was styled the Union 
Pacific Rai/way Company to distinguish it from the old Union Pacific Railroad Com- 
pany. The capital stock was made equal to the sum of the capital stocks of the con- 
stituent companies, $50,762,300, and the new stock was issued dollar for dollar of 
the old. 
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In 1884, the ownership of the road having changed, Charles 
Francis Adams came to the presidency. No mere dividends 
were paid, a conservative policy was adopted, and a hard struggle 
was made to check the road in its descent. Floating debts con- 
tinued to pile up, however, and more money was needed. There 
was no one willing to furnish it except Gould, and in 1890 a 
second Gould régime began. With the rates at the low level to 
which competition has brought them, the natural result of a bad 
season came, and October 13, 1893, the Union Pacific went into 
the hands of receivers. 

The Central Pacific, which Congress planned should be oper- 
ated in close connection with the Union Pacific system, has found 
that its interests lead it in quite another direction. The men of 
the Central Pacific became interested in the Southern Pacific, and 
any traffic in which time is not an important element is sent over 
that route. Thus the transcontinental traffic of the Union Pacific 
has for years been insignificant. 


VI. 


When there began to be competition for the trans-Missouri 
traffic it became evident thatthe Union Pacific must have a sys- 
tem of branches, to act as feeders and to forestall, as far as 
possible, the extension of competing lines. During the prosper- 
ous years before the consolidation of 1880, when the road was 
earning 12 or 14 per cent. above operating expenses and fixed 
charges, the practice was adopted of putting one half of that sum 
into branch roads. After 1880 the policy was still further devel- 
oped, and when Gould gave place to Adams the extension of the 
system still went on. The fact that Gould and Adams, two very 
different types of railway manager, were in complete accord on 
this point, goes to show that the policy was a sound one. It has, 
nevertheless, been charged that this was simply a trick for 
diverting to other uses funds which should have gone into the 
United States Treasury. But to pursue any other policy would 
have been suicide, just as much as it is suicide for a human being 
to deprive his body of nourishment. As will appear when a 
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scheme for reorganization is adopted, it was far better to allow 
the owners of the road to invest their profits in the property, 
looking to the future for a return, than that five per cent. of those 
profits should, under the Act of 1862 be applied toward cancel- 
ing the debt. The Union Pacific system therefore grew from 
2,766 miles in 1880 (only 35 per cent. of it being branches) to 
7,674 in 1892 (when the branches constituted 77 per cent. of the 
whole). It is to be borne in mind that the present lien of the 
Government is a second mortgage on only 1,432 miles of this 
road, and that in this portion is not contained the valuable 
terminals. The development of the terminal cities made new 
locations a business necessity to the roads, and they were built 
without Government aid. This has given rise to the unjust 
charge that the road was preparing to surrender the property 
covered by the mortgage and parallel it with new tracks at the 
present low prices for railway construction. Notwithstanding 
the ease and profit with which this could be done, there is no 
evidence that such procedure has ever been intended. 

The gross earnings of the system have kept pace with the 
increasing mileage. The 25.1 million dollars of 1880 had grown 
to 43.1 million in 1892. But this by no means indicates great 
prosperity for the road. The operating expenses had meanwhile 
risen from 12.1 million to 28.8 million dollars ; or, expressed in 
the form of a ratio, from 48.36 to 66.69. Other figures, which 
cannot here be given in detail, show that the quality of service 
which the Union Pacific system has rendered, has risen, while the 
prices received for that better service have steadily fallen. This 
is not said in praise of the Union Pacific—it is merely a state- 
ment of a fact in its history, pertinent to our question how to 
treat the Pacific Railway debts. We stated that the extravagant 
methods of construction used by the Pacific Railways were the 
common methods of that day, not as justification, but as fact. 
So we call attention, in like manner, to the falling rates on the 
Union Pacific. Competition in the West was so fierce that rates 
on all roads fell prodigiously. The difference between the Union 
Pacific and the other roads of the region was that its heavy 
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handicap in the form of excessive capitalization brought it to 
grief when the others escaped. 

It has been attempted to call attention to some of the salient 
facts of Pacific Railway history in such a manner as to open the 
way to a consideration of the question of reorganization on purely 
business lines. The problem is how to reorganize a railway sys- 
tem of a given earning capacity, loaded with excessive liabilities. 
The earning power we have briefly noted. The liabilities were, 
when the receivers took charge of the property, $299,028,873. 
These consist of stock to the amount of $60,868,500, and bonded 
indebtedness. This latter falls into three classes: primary 
(including $56,229,096 due to the Government), $178,138,281 ; 
secondary, $54,740,722 ; questionable issues, $5,281,370. 

There have been various attempts to settie the Pacific Rail- 
way debts. If the Government could have been represented in the 
negotiations by one man, or a small body of men, some equitable 
bargain would undoubtedly have been struck long ago. The 
necessity of using the cumbersome method of concurrent action 
by both houses of Congress and the President on the one side, 
and the railway people on the other, has so far prevented settle- 
ment. Plans of settlement have been offered by both sides, and 
the terms upon which the reorganization will finally come are 
pretty well mapped out. 

Everyone recognizes the necessity of separating the Pacific 
Railways from the Government. The experience already had 
with these roads might well be pointed to as evidence of the 
folly of governmental control of railways while public morality 
remains what it is. At any rate, it must be made impossible to 
vary the price of the Pacific Railway securities in the stock 
market by the introduction of a resolution ora bill into Con- 
gress. These roads must cease to be a mixture of business and 
politics. 


As the roads cannot possibly pay their debts at maturity, the 
terms of settlement must be such as to induce them to give new 
and better security—such as, for instance, a lien on the whole 
property of the system, instead of on the small part now covered 
by it. These concessions to the road must be in the shape of 
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lower interest charges and extended time for payment. The 
annual payments to be required ought to be, not a per cent. of net 
earnings, but a fixed sum. The provisions now in force as to 
payments have been very fruitful of trouble, involving the Gov- 
ernment in disputes with its creatures, before its own courts—a 
highly unsatisfactory state of affairs. The fixed payments to be 
required may either increase from the first to the last, decrease 
from first to last, or all be equal. The important point is that they 
be predetermined.’ 

Whenever Congress sees fit to act in this matter from purely 
business motives, and with a full understanding of the elements 
of the problem, the difficulties will disappear. 


Henry K. White. 
UNIVERSITY OF CHICAGO. 


* Attorney General Olney’s plan, which was laid before a congressional committee 
last month, provides for (1) the retention of the Union Pacific organization; (2) a 
refunding of the debt. The details of this latter feature of the scheme are these: The 
present value of the debt (July 1, 1894) is to be ascertained, and bonds of the Union 
Pacific Railway Company received for that sum. These bonds are to bear 2 per cent. 
interest, and run 100 years. They are to constitute a second mortgage on the whole 
property of the Union Pacific system—bond-aided portions and branches, real, personal, 
and mixed property. Beginning with 1905, $1,650,000 annually is to be paid into a 
sinking fund, and default for six months is to be cause for foreclosure. The first- 
mortgage bonds are also to be refunded at a lower rate of interest. (3) A third mort- 
gage is also allowed, for the purpose of keeping up the physical condition of the 
property and meeting such emergencies as may arise. The issue of this mortgage is 
limited by the provision that fixed charges must never rise above $8,500,000, which is 
$4,000,000 or $5,000,000 lower than at present. It is strongly to be hoped that some 
plan of reorganization will be adopted without delay, for at present the Union Pacific 
property is simply being held intact for future use by its creditors. It is not the live 
factor in the industrial world which it ought to be. 





NOTES. 


A THIRD volume (Book iii.) of Karl Marx’s Xapita/ is now in press 
and is expected to appear in September or October of this year. 
According to the original plan of the work the subject of this book 
will be “ Die Gestaltung des Gesammtprocesses.” It is said by the 
editor, Frederick Engels, to contain the’ solution of many problems 
left unsettled in the earlier portions of the work. 





A worK of something over 350 pages by E. Levasseur on the 
Agriculture of the United States is in press, and is expected to appear 
before midsummer. While no portion of such a volume by M. Levas- 
seur can be looked upon in any light but that of an extremely valuable 
accession to the literature of the subject, the chapters on the Farming 
Population, Mortgage Indebtedness, Agricultural Wages, and Prices 
of Farm Produce, treat their special topics in a particularly exhaustive 
manner, at the same time that they have the advantage of dealing with 
topics which the author has in a peculiar degree made his special 
work. So that while it may seem invidious to single out portions of 
the forthcoming work for special mention, and while the volume is to 
be looked forward to by all students of the general subject, it is con- 
ceived that those whose interest centres on these and related special 
topics, have peculiar cause to anticipate something of unusual value. 





THE bibliography of economic and allied subjects is drawing the 
attention properly due to a mass of literature increasingly large. The 
department of Political Economy in the University of Chicago has 
already in course of preparation bibliographies on Money, Railways, 
and other parts of the purely economic field. Since McCulloch’s Ziter- 
ature of Political Economy was published in 1845, giving historical, 
critical, and biographical notices, nothing similar has been attempted ; 
and yet the great and increasing volume of economic literature has 
been a marked feature of the last decades. The avalanche is too great 
for any single hand to deal with aright. The catalogues of economic 
and statistical societies have been of some help, as well as Miihlbrecht’s 
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Wegweiser. Cossa’s Introduction to the Study of Political Economy (1893) 
is invaluable. Jevons collated a brief list of mathematico-economic 
books in his Zheory of Political Economy (pp. 301-310). After his 
death, Mr. H. S. Foxwell gave a Bibliography of Works on Finance 
from 1568 to 1882 in an addition of Jevons’s /nvestigations in Currency 
and Finance (1884). Mr. W. J. Lawson gave in his History of Banking 
(1852) a list of books on that and allied subjects contained in the Bos- 
ton Athanzeum, and additions were made to this (pp. 320-339). Chev- 
alier, in his Monnaie, furnished another list ; and S. Dana Horton had 
a considerable number of titles compiled on money in the /nternational 
Monetary Conference Report of 1878 (pp. 744-773, Sen. Exec. Doc., No. 
58, XLV. Cong., 3rd Sess.). On the subject of money by far the most 
extensive bibliography ever printed was issued by the iate Dr. Adolf 
Soetbeer in his Literatur nachwets iiber Geld-und Miinzwesen (1892, pp. 
322); and recently (1893) has appeared Joseph Stammhammer’s ex- 
haustive Bibliographie des Socialismus und Communismus ; also the History 
of Trades Unions \ately published by Sidney and Beatrice Webb 
contains a very good bibliography of its special subject. More popular 
and less complete are the lists in Zhe Reader’s Guide in Economic, 
Social, and Political Science by Messrs. Bowker and Iles; and W. E. 
Foster’s References to Political and Economic Topics (Providence, 1885). 
Miss Leonard also furnished a brief list of economic books from 1848- 
1880, in her translation of Blanqui’s History of Political Economy (pp. 
587-590). The periodical literature is very large, and can be found by 
Poole’s Idex and similar helps. The best and most accurate list of 
current economic publications is that contained in the Quarterly 
Journal of Economics (Harvard), beginning with October, 1886. Foreign 
journals, like Conrad’s Jahréiicher, also give full lists of recent books. 

It would seem now that a more extensive plan has been adopted : 
as appears in the first issue of the Sommaire Méthodique des Traités, 
Monographies et Revues de Sociologie (1894, First Year, I-II., Nos. 
1-1531) published by Messrs. Lafontaine and Otlet, with the co-opera- 
tion of Messrs. Braun (Berlin), Brentano (Munich), Couvreur, Denis, 
Vandervelde and DeGreef (Brussells), Ferri (Rome), Gide (Montpel- 
lier), Greulich (Zurich), Kovalewski (Moscow), Mandello (Buda-Pesth), 
Menger and Migerka (Vienna), Scheffle (Stuttgart), Tarde (Sarlat), 
Wuarin (Geneva), S. Webb (London), and C. Wright, (Washington). 
This publication, of which the first number contains 1531 titles, will 
appear bi-monthly, as an outgrowth of the work of the Revue Sociale 
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et Politique (Brussells). This regular publication covers Demography, 
Emigration, Colonization, Economic Geography ; Political, Economic, 
and Social History; Statistics ; Social Theories ; Education ; Hygiene; 
Assistance ;- Insurance, Savings; Agriculture, Sylviculture, Piscicul- 
ture; Industry ; Organization of Labor ; Commerce, Transportation ; 
Credit, Banking, Money; Public Finance; Distribution of Wealth ; 
Military Questions ; and Miscellaneous. 

Is it not quite clear that a satisfactory bibliography of, at least, 
economic works is now too vast to be covered by any one hand? It 
would seem so. And perhaps the time is now ripe to organize a special 
Society of Economic Bibliography, with many branches, including 
numerous workers, to cover the field down to the date when these lists 
of recent works begin. Mr. Foxwell, it is known, is preparing a cata- 
logue of his collection of works in the period preceding Adam Smith, 
—a collection of unequaled value elsewhere in the world ; but even this 
must be too serious a task for one man. A central organization, capa- 
ble of establishing a workable system of bibliography, wisely districting 
the field, and commanding the support of all economists and students 
in the countries which have any economic literature, would confer a 
boon on every investigator and buyer of books, now and in the future. 





THE recent rapid decline of the gold reserve in the Treasury, after 
the accumulation of nearly sixty millions of gold by the sale of bonds, 
has its evils, but they are not those of a year ago. Two causes were 
then at work: (1) The falling off of income, and (2) the withholding 
of gold in payments to the Treasury through fear of a coming collapse 
of the gold standard. At this moment, only the former of these two 
causes is at work ; but it is sufficiently strong to excite comment. 
Inability to secure income enough to meet expenditures is a familiar 
phase of public finance ; but in our case it is somewhat novel. And 
yet it is a part of a movement which began as far back as 1888. In 
August of that year the Treasury held its highest accumulations since 
1878, or about 330 millions. From 1885 to 1888 the reserves were 
plethoric, and the amount of gold held increased, until in March 1888 
it was over 210 millions, the highest sum ever reached. Since 1888 
both the total held by the Treasury and the gold item have steadily 
declined, until the total has reached perhaps 130 millions, and the 
gold item has fallen below 100 millions. The change is clearly due to 
increasing expenditure, particularly for pensions. 
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Although the gold item has steadily fallen with the general Treas- 
ury balance, it is significant that the Treasury holdings of silver, reach- 
ing their highest point of over 130 millions in July, 1886, have also 
fallen, and since the summer of 1891 have never exceeded‘25 millions. 
But in comparing these results with the percentages paid in to the New 
York Sub-Treasury, it is found that from the autumn of 1886 to the 
spring of 1891 the Treasury received large percentages of gold, and 
small percentages of silver money. This corresponds with the period 
of largest gold reserves, except in 1889-90. 

The percentages of gold payments fell alarmingly in the summer 
of 1891, rose once in December and January (1892), and then remained 
very low until the autumn of 1893, when the percentage again rose to 
anormal point. The period from June, 1891, to September, 1893, is 
unequaled for the falling off of gold payments into the Treasury and the 
increase of payments in silver money or in United States notes. This 
period is comparable only with that from the summer of 1884 to the 
autumn of 1886, which was less serious. The study of the figures since 
1878, therefore, leads clearly to the conclusion that we are still in a 
period of confusion, as compared with any previous year, but that the 
percentage of gold payments is again becoming normal, the fear of a 
possible silver standard having disappeared. The maintenance of a 
gold reserve, consequently, is not a question as to the standard,-but one 


merely of income or outgo. When the income increases, the gold 
reserve will increase. 


THE ARMY OF THE COMMONWEAL. 


THE ostensible purpose of the “ Army of the Commonweal” has 
been the creation of a livelihood for a great number of people by 
means of a creation of employment, to be effected by a creation of 
capital through the creation of fiat money. That is to say, on the face 
of it, the heart of the “ movement” is an articulate hallucination. In 
this its elaborate form the hallucination probably holds a secure lodge- 
ment only in the minds of a small number of people, including a large 
part of those who have enrolled themselves in the Army on ground of 
a serious conviction. By those who have sympathized with and fur- 
thered this new-fashioned excursion into the field of economic reform 
the hallucination probably is rarely harbored in this painstakingly 
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absurd shape. Among the common run of its sympathisers the 
sentiment with which assent is given to the demonstrations of the 
Army seems to go no farther, either in its scope or in its elaboration 
of details, than a general conviction that society owes every honest 
man a living ; but a sentiment going that length certainly has obtained 
some considerable vogue. How, or under what circumstances, or 
precisely why “society” is to afford the honest man a livelihood is a 
thoroughly unprofitable question. The answer, so far, does not go 
much beyond the general proposition /ha¢ it is to afford it. To the 
extent to which such a sentiment prevails, even in the vaguest form, it 
is certainly a sufficiently serious accession to the public sentiment of 
the community, and a sufficiently striking innovation in the American 
attitude toward economic questions. 

No doubt much of the disturbance is due to demagogism, perhaps 
more is due to a taste for picturesque adventure and a distaste for 
serious application to unfamiliar work, and much of the countenance 
accorded it by outsiders may be less disinterested than would appear 
at first glance. But the sentiment on which it proceeds must not be 
conceived to be entirely, or even mainly spurious. The Army of the 
Commonweal is a new departure in American methods, whether it is 
to be considered a departure of grave import or not, and a new depart- 
ure in any people’s manner of life and of looking at things does not 
come about altogether gratuttously ; there must be something more 
vital than a feigned sentiment behind it. After all deduction is made 
for the spectacular and the meretricious in this “ movement,” after 
allowing for the attraction which it exerts on idlers as a temporary 
means of subsistence and entertainment, and on the friends of human- 
ity as a means of martyrdom, after allowing for the elements of black- 
mail and of business shrewdness in the enthusiasm with which these 
straggling bands have sometimes, especially in the middle West, been 
speeded on their way, and for the promptings of discontent that have 
mingled in the sympathy expressed by outsiders remote from the scene 
and without personal interest in the demands put forth, there is still 
left a broad substratum of honest sentiment shared in by an appreciable 
fraction of the community. What is the economic import of this 
sentiment ? 

As near as the bizarre characters in which it is written can yet be 
deciphered, the message of the Army of the Commonweal says that 
certain economic concepts are not precisely the same to many people 
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today that they have been to the generation which is passing. “Capital,” 
to this new popular sense, is the “ capital” of Karl Marx rather than 
that of the old-school economists or of the market place. The concept 
of “property” or of “ownership” is in process of acquiring a flexi- 
bility and a limitation that would have puzzled the good American 
citizen of a generation ago. By what amounts to a subconscious 
acceptance of Hegelian dialectic it has come about that an increase of 
a person’s wealth, beyond a certain ill-defined point, should not, 
according to the new canon of equity, be permitted to inerease his 
command over the means of production or the processes which those 
means serve. Beyond an uncertain point of aggregation, the inviola- 
bility of private property, in the new popular conception, declines. In 
Hegelian phrase, a change in quantity, if it is considerable enough, 
amounts to a change in kind. A man—still less a corporation—must 
no longer do what he will with his own, if what is classed as his own 
appreciably exceeds the average. It is competent for his neighbors to 
appeal for his guidance to the corporate will of the community, and in 
default of an expression of the corporate will the neighbors in question 
may properly act vicariously for the community. 

But the content of the new accession to popular sentiment is 
not exhausted by this question of detail alone. Its scope is more 
magnificent than petty property relations between one individual and 
the next. There is a class, shown by the Army of the Commonweal to 
be larger than was previously apprehended, which is, or has been, 
drifting away from the old-time holding ground of the constitution. 
The classic phrase is no longer to read, “life, liberty, and the pursuit 
of happiness”; what is to be insured to every free-born American 
citizen under the new dispensation is “life, liberty, and the means of 
happiness.” The economic significance of this change of attitude, if 
the new habit of mind should spread so far as to become the domi- 
nant attitude of an effective majority of the American people, is 
tremendous. It means the difference between the civil republic of the 
nineteenth century and the industrial republic of the socialists, with 
the gradual submergence of private initiative under the rising claims 
of industrial solidarity. But whether any sweeping change of this 
nature will, or can, come, is extremely doubtful. In order to a con- 
tinued growth of the sentiment it is necessary that experience should 
prove the feasibility of paternalism, or socialism, on a scale that is not 
borne out by the experience of the past. 
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And the appeal from individual initiative and responsibility is not 
taken to the local civil body, as would have been expected to happen 
if an analogous disturbance had occurred at any time in the past. The 
industrial solidarity that is assumed is not a solidarity and autonomy 
of the local unit. The movement does not contemplate an application 
of the principle of the town-meeting to solve an economic difficulty. 
It is not an appeal to local self-help; it is an appeal to Cesar. These 
individual unemployed men, whether out of employment by prefer- 
ence or by force of circumstances, are acting on “a wild surmise” 
that they individually stand in some direct, vital economic relation to 
the general government, and through the general government to all 
the rest of the community, without intermediation of any lower or 
local body. These men disregard the fact of local units and local 
relations with a facility which bespeaks their complete emancipation 
from the traditions of local self-government. If the industrial repub- 
lic is to be floated in on the wave of sentiment which has carried the 
Army of the Commonweal, it will not be the anarchist republic of 
autonomous communes held together in a lax and dubious federation. 

It may seem a sweeping generalization to say that this attitude is but 
an expression of the fact latterly emerging into popular consciousness, 
that the entire community is a single industrial organism, whose inte- 
gration is advancing day by day, regardless of any traditional or con- 
ventional boundary lines or demarkations, whether between classes or 
between localities. The biologist might, perhaps, name the process 
“economic cephalization.” The aberrations, in which this conscious- 
ness—or half-consciousness—of an increasing industrial coherence is 
expressing itself, must not be allowed to mask the significance of the 
great substantial fact whose distorted expression they are. That the 
expression of the fact has taken a form so nearly farcical is something 
for which society may be indebted to the influence of protectionism, or 
populism, or to the ethical and the clerical economists and sociol- 
ogists, or to any other of the ramifications of the paternalistic tree of 
life; but the substance, upon which these deft artificers may have 
imposed a vicious form, has been furnished by the situation. This sub- 
stratum of sentiment is, as popular sentiment must be, the product of 
the environment acting upon the average intelligence available in 
the community at the time. An intellectually undisciplined popu- 
lace, especially when under the guidance of leaders whose prime 
qualification for leadership in an intellectual crusade is an intense and 
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comprehensive sympathy, may not, at the first stroke, achieve what will 
prove a tenable theory of the facts whose presence has stimulated the 
movement of their brain; but in no community does an appreciably 
large class take a new attitude toward a question of public concern 
without the provocation of a change in the situation of the community, 
or of some considerable portion of it. 

The result, in the way of public sentiment, wrought out by the 
action of the environment upon the average intelligence may, within 
limits, be readily shaped by well-meaning advocates of any doctrine 
which purports to solve all new questions that arise and remedy all 
defects that come into view as the economic structure of society grows 
and changes form. The spell of the bearer of a universal solvent is 
irresistible, at least until his nostrum has repeatedly fatled in the test, 
or until the generation which has given it credence is dead. Now, 
we have had at least three lines of professedly infallible hortatory 
instruction converging upon this point in popular belief. As between 
these three, the priority in point of the date of its advent into popular 
teaching, as well as in point of naiveté, belongs to the column which 
upholds the two-fold principle of fiat money (greenbackism, bimetallism) 
and of fiat prosperity (protectionism). Second, there is a cloud of wit- 
nesses, the gentler-mannered spokesmen of the pulpit, whose discourse 
runs upon the duties of the rich toward the poor, and of rulers toward 
their subjects—the duty of a “superior” towards an “inferior”’ class ; 
these bear testimony to the strength and beauty of the patriarchal rela- 
tion—the Spencerian relation of s¢a¢us. Third, there is the cis-atlantic 
line of the Socialists of the Chair, whose point of departure is the 
divine right of the State; whose catch-word is: ‘Look to the State ;” 
whose maxim of political wisdom is: ‘The State can do no wrong.” A 
few decades ago these phrases read, “The King,” where they now 
read, “The State.” This change of phraseology marks a step in the 
evolution of language, e¢ preterea nihil. The spirit remains the same 
as ever. It is the spirit of loyalty, petition, and submission to a vicari- 
ous providence. This position has been euphemistically termed State 
Socialism, but it is, in principle, related to socialism as the absolute 
monarchy is to the republic. These three variants of paternalism have 
had the public ear, and have constituted themselves guides and inter- 
preters to the public intelligence during the period in which 
the increasing coherence and intérdependence within the economic 
organism has been coming into view, and the result is what we see. 
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The ingrained sense and practical tact of the American people (or 
rather of a fraction of it) have been blurred into reflecting an uncer- 
tain image of industrial paternalism. But with it all goes a valuable 
acquisition in the shape of a crude appreciation of the most striking 
and characteristic fact in modern industrial evolution. 

The changed attitude on an economic question, of which many 
occurrences connected with the Army of the Commonweal are an evi- 
dence, is in substance due to a cumulative organic change in the con- 
stitution of the industrial community—a change which may, or may 
not be considered to have reached serious proportions, which may, in 
itself considered, be a change for better or for worse, which may still 
be in its initial stage or may already have nearly run its course, but 
in any case it is a change of sufficient magnitude to seek expression, 
now that the occasion offers. To use a Spencerian phrase, advancing 
“industrial integration” has gone far enough to obtrude itself as a vital 
fact upon the consciousness of an appreciable fraction of the common 
people of the country. 


T. B. VEBLEN. 
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The Distribution of Wealth, By Joun R. Commons. New York: 
Macmillan & Co., 1893. 8vo. pp. 250. 


THE present essay offers a new and rather interesting treatment of 
the problem of distribution. The writer has seized upon the fact of 
monopoly as the one and sufficient point of view from which to 
study the modern distributive process. He finds monopoly everywhere : 
“All industries, except agriculture and retail merchandising, have 
become monopolized, and those are rapidly on the road to monopoly.” 
Free industry practically does not exist, because “it requires immense 
capital nowadays to become an entrepreneur.” The “opportunities” of 
production have been appropriated by the few, the great mass of the 
people have been shut out from free access to the means of production. 
Monopoly is the ruling fact in distribution. 

Starting with this conception of the facts and armed with the 
theorem that “each factor determines its own share through its power 
of limiting its contribution to the finished product,” Professor Com- 
mons proceeds to develop a theory of distribution, the most character- 
istic part of which is his law of monopoly profits analagous to rent. 
This law and, indeed, his whole theory of distribution the writer bases 
upon the law of diminishing returns, which he finds to be a law uni- 
versal for all industries—when stated in terms of va/ue and not of 
quantity of product. His demonstration of the law of diminishing 
returns in terms of value is, however, not altogether satisfactory ; it 
rests upon more than one false inference. Thus, in relation to agri- 
cultural industry, Professor Commons writes: “The total va/ue of its 
product varies exactly in proportion to the guantity of the product, and 
as this is subject to the law of diminishing returns, so also must be its 
value.” It would be difficult to find within the range of intelligent 
discussion a stronger case of the hopelessconfusion and perversion of a 
well-established economic doctrine than is contained in this sentence. 
What is the law of diminishing returns but a law of increasing costs? 
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How then can it be reasoned as if price remained “fixed and con- 
stant”? The fact of diminishing returns means a condition of rising 
price; and to treat total value, which is, in fact, a compound of two 
variables—price and quantity—as though it depended upon variations 
of product alone, is te ignore, instead of to solve, a most important 
difficulty. What would Professor Commons say to the validity of a 
conclusion based on the assumption that the utility per increment of a 
commodity changed so little that it might be regarded as “fixed and 
constant ?”” And yet he is guilty of no less serious an error. 
Notwithstanding important defects of analysis, however, the author’s 
leading idea is clear enough. The proposition he is trying to estab- 
lish is, that every monopolist will carry production up to the point of 
maximum net returns. At this point, he will limit his production, 
since any further increase would find purchasers only at a more than 
proportionate decline of price, and hence lead to a falling-off of net 
returns. Up to this point, even though it be true that the earlier 
increments of capital and labor produce a more valuable product than 
the later ones and hence yield a larger surplus per unit of product, the 
value of the total product increases. Beyond this point the law of 
diminishing returns in the va/ue of the total product operates, even in 
industries obeying the law of increasing returns as regards amount of 
product. The fact of diminishing returns being thus universal, per- 
mits of a legitimate extension of the law of rent to all forms of 
monopolized “opportunities” (of these private property in land is 
only one). “Rent is a function, not only of diminishing return in 
product, but equally of diminishing returns in value.” This is the 
essence of the author’s theory of monopoly profits, and it is not neces- 
sary to follow the details of his analysis of the conditions upon which 
the amount of these “profits” depends. They are chiefly two: (1) the 
extent of the opportunity offered by the monopoly privilege in ques- 
tion ; and (2) the expenses to be paid for the services of the codperat- 
ing factors, labor, capital, etc. The former, however, Professor Com- 
mons treats as much the more important, and as the monopoly privilege 
consists chiefly in the power of limiting supply and keeping values 
above cost; it is easy to understand the author’s description of modern 
exchange as nothing more than organized extortion. The principle 
of conflict rules as universal as the law of diminishing returns. Indus- 
trial society is represented as a war of each against all, to the detri- 
ment of the common advantage. Society is responsible for this—“ the 
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all-powerful factor in the distribution of wealth is the sovereignty of 
government ;’"—hence we are to look to government for the cure. 
The logic of the essay demands socialism, and the whole essay may 
not improperly be regarded as a disguised attempt to found a scientific 


basis for a theory of socialism. 
A. C. MILLER. 





Miinchener Volkswirtschaltliche Studien. Edited by Lujo Bren- 
TANO and WALTHER Lotz. Stuttgart: Cotta’sche Buchhand- 
lung, 1893.  Erstes Stick: Die Schuhmacherei in Bayern. 
Ein Beitrag zur Kentniss unserer gewerblichen Betriebsformen. 
By Dr. Ernst FRANCKE. 8vo. pp. xii+250. Zweites Stick: 
Ueber die Grenzen der Weiterbildung des fabrikmdssigen Gross- 
betriebes in Deutschland. By Dr. Lupwic SINZHEIMER. 
8vo. pp. viii+197. Drittes Stick: Die Venetianische Seiden- 
industrie und thre Organisation bis sum Ausgang des Mittelalters. 
By Dr. Romorto, GraF Brociio D'AjANo. 8vo. pp. 
vili + 59. 

Ir seems te be gradually becoming the fashion with every professor 
of political economy, and every economic faculty, to have a series of 
publications of their own. With the increased facilities of production 
in every line of human activity, the economists, too, are endeavoring 
to keep pace. The last two decades have witnessed a steadily increas- 
ing production of monographs ; but the demand seems not yet exceeded 
by the supply. New “sartors” appear to take charge of these products 
of domestic industry, the materials for which they have furnished to 
their disciples to a certain extent in their lectures and seminars, 
and whose results they frequently can use in their own investiga- 
tions. 

Still, it may seem doubtful whether there was any need of a new 
series of German monographs. The field covered by those already in 
existence,—as, ¢. g., SCHMOLLER’s Forschungen, CoNRAD’s Studien, 
Knapp’s, MIASKOWSKI’s series, etc., is wide enough, and they are not 
at all confined to the disciples of the different editors. Nevertheless, 
there is no reason for complaint in the particular case in question, as 
the suggestive personality of Brentano always attracts a great number 
of young scholars; and it will be interesting to observe what will be 
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produced within the next few years, under the guidance of the Munich 
seminar. 

Whilst the old theorists devoted most of their studies to abstract 
reasoning about distribution and consumption, the modern school tries 
to outline the conditions of production. They have realized the fact 
that the latter only can give the key to a proper understanding of the 
former ; and moreover, that all hopes for social reform depend pri- 
marily upon further progress toward a new organization of production. 

The so called historical school, as Schmoller points out again in his 
latest article on economics, is not opposed to theory. It only insists 
that our knowledge of facts is not yet sufficient to formulate a conclu- 
sive theory, which, when it comes must, to be sure, bear quite a different 
character from that which has been held heretofore. The school 
therefore aims at a much more comprehensive knowledge of the facts 
of economic life, and tries to show its statics as well as its dynamics. 
Whenever it supposes itself to have discovered an axiom as the outcome 
of its investigations, it is but too glad to verify and correct its general- 
ization by further investigation: 

One of the ideas of the Brentano school has been formulated by 
Herkner in the proposition that “social progress presupposes technical 
progress.” This consummation, according to them, can be reached 
today only by abolishing, as quickly as possible, the relics of an obso- 
lete economic system, and by introducing the most advanced methods 
of production in the form of large, centralized undertakings. But for 
today the search for theoretical abstractions is not the only, nor even 
the most important purpose of descriptive economic study. “The 
mere desire to know will be for many the only motive and the sufficient 
justification.”’* 

The principal purpose of the new series is to enlarge our knowledge 
of the actual conditions of economic life in past and present times ; 
and the authors concerned have done their work as impartially as pos- 
sible, though undeniably under the influence of a certain trend of 
thought. The short essay on the silk industry, which also served the 
author, Count Broglio D’Ajano, as his doctor’s dissertation, is planned 
only as an introduction to a more comprehensive investigation of the 
subject. Nevertheless it possesses a certain amount of interest as it 
stands, by disclosing some new materials in the archives of Venice. It 
does not hope to be compared with the elaborate publication of the 

"ASHLEY, The Study of Economic History, p. 22. 
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Prussian Academy, on Zhe Prussian silk industry in the time of Frederick 
the Great, but it is welcome as throwing some light on the same subject 
for a different time and country (the fourteenth and fifteenth centuries). 
In the Prussian publication,’ the excellent descriptive part by Dr. 
Hinze, contains, as an introduction, a short sketch of the development 
of the Italian silk industry. It is remarkable how the period of the 
greatest prosperity of the silk industry in Venice already witnesses the 
extension of capitalistic business methods, and how the “ putter-out,” 
the merchant, gradually replaced the artisan, and took the leadership 
of the entire industry. 

Dr. Sinzheimer has recently published as his thesis, an introductory 
chapter of an elaborate investigation into the development of the iron 
industry : Zhe Economic Aspect of the Modern Technical Changes in the 
lron Industry. The present monograph, Ueber die Grenzen der Weiter- 
bildung, etc., was offered by Dr. Sinzheimer as a second paper, in accord- 
ance with the rules of the Munich faculty, on the day of graduation. 
This, too, is only one part of a more extensive publication, the second 
of which will present the same problem from the workingman’s point of 
view. The great question of today is that of the reorganization of our 
industrial system, and an adaptation of the same to the new methods 
of production and transportation. How far the old method of individual 
enterprise must undergo changes through the increasing centralization 
of production, we are not yet able to estimate. By means of a skillful 
analysis of the results of the last German industrial census of 1882 (the 
last which has been taken), Dr. Sinzheimer shows that already at that 
time, in Germany, the aggregate of articles manufactured was larger 
than the mere figures indicate. The old fashioned, or as he calls it, 
“‘over-aged” methods of production still hinder a rapid adoption 
of the new system in many ways. An admirable knowledge of data 
enables him to prove how rapidly the latter is gaining, and how it is 
taking possession of many a branch, which, like the industrial arts, 
was formerly supposed to lie outside of its scope. That he makes use 
of Spencer’s authority to fight the “ one man theory,” as applied to the 
employer, seems to be only partially defensible. The contemplation 
of the large undertakings in the United States shows the overwhelming 
importance of one leading spirit. It may not be recognized by the 
inferior officials, and not realized by outsiders. But one always finds 


* Acta Borussica. Denkmdler der preussischen Staatsverwaltung. Berlin, 1893. 
Band iii. p. 7 ef seg. 
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that only that concern flourishes whose leader understands how to sur- 
round himself with an able body of assistants, without losing the com- 
plete control, the “ grip,” of the central management. Whether there 
will be a sufficient number of extraordinarily able men for positions of 
that sort, in case of a large extension of the number of centralized 
undertakings, we may doubt. What the social aspects of these questions 
are today, and how they will turn out in the future, according to Dr. 
Sinzheimer’s view, we expect to read with great interest in the part of 
his work yet to be published. 

A very good example of this latter point is given in FRANCKE’s 
Boot and Shoe Industry in Bavaria. This is the most comprehensive, 
and for its subject, the most exhaustive of the three publications of the 
series. The author covers the entire subject with his researches in the 
literature bearing on the subject, and he has given it a thorough per- 
sonal study. He has seen what he describes, has met the men about 
whom he speaks, and therefore knows perfectly how to present the 
subject to his readers. He avoids all manner of generalization, and 
takes us through the different methods of production—from the 
primitive rustic shoemaker, who travels about from farm to farm, is 
furnished with the raw materials by the peasant, and stays with him 
until his job is done, up to the large manufactories of Pirmasens. 
The latter use the same methods as the New England boot and shoe 
manufacturers, and their growth is due almost entirely to inventions 
and machinery which haye been imported from the United States. 
The hard and hopeless struggle-of the artisan in the cities against the 
overwhelming competition of the new “iron workman,” finds here an 
excellent illustration ; and it is gratifying to observe that the social 
status of the workingman in the large undertakings seems to be in 
many ways better than that of the artisan. Therefore we often find 
that the “ master” gives up his independence, and enters as a link into 
that long chain, which makes him “a slave of the machine” (as the 
pet phrase of the social democrats has it). The American reader will 
notice with satisfaction, in the chapters on wages, how much better the 
condition of an American workingman is in the same industry. The 
pay of the Massachusetts laborer in the Lynn boot and shoe manufac- 
tories is much higher, even considering the greater purchasing power 
of money in Germany; he is better housed, better fed, and better 
dressed. It might be interesting for an American student to take up 
the same question of the boot and shoe industry for the United States. 
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The manner in which Francke sets off his subject, and shows all its 
relations to the great questions of industrial policy and development, 
technical progress, and the social questions of the day, may be taken 
as a model of the economic monograph. At the same time this kind 
of study may be accepted as the best defense of modern German 
methods in economics, and we may confidently leave the judgment to 
posterity, whether this method, or the endless discussion of certain 
so called theoretical questions has done more to promote the under- 
standing of economics. 

ERNST VON HALLE. 


First Stages of the Tariff Policy of the United States. By Wittiam 
Hitt. Publications of the American Economic Association, 
vol. viii. No. 6, pp. 162. 


In the present monograph, Mr. Hill has undertaken an exhaustive 
review of American tariff legislation from earliest colonial times down 
through the passage of the first Federal Tariff Act of 1789. He has 
covered in a satisfactory fashion a field which had never before received 
careful attention ; and the scholarly thoroughness and judgment with 
which the investigation has been done makes it a distinct contribution 
to early American economic history. Little, except an antiquarian 
interest, now attaches to colonial tariff legislation, particularly as it 
does not appear to have exercised any influence over the subsequent 
development of our tariff policy. Economic conditions were then 
simple, and presented little occasion or opportunity for tariff experi- 
mentation. Such duties as were imposed by the colonies, were levied 
as the most convenient method ‘of providing an income for govern- 
ment, and were selected without much regard to ulterior effects. Pro- 
tection did not emerge as an element in our tariff legislation until 
after the separation from England; and even then it was of slow 
growth. Much interest attaches to the growth of this first protective 
feeling, after 1783 ; and Mr. Hill has done well in carefully sifting the 
evidence for the existence of a common sentiment at this time. During 
the first seven years following the assertion of independence little 
tariff legislation was enacted by the States. There then existed a 
strong sentiment in favor of free commerce, and a general dislike of 
taxation in any form. But after the peace of 1783, the States began to 
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overhaul their tariff laws, and the revisions generally followed along 
the lines of protection. A strong feeling then began rapidly to 
develop in favor of a policy of commercial restriction. It was the 
result of mixed causes. Partly and principally it represented a reaction 
against the illiberal policy of England, partly it was the result of a 
vague fear of the destructive effects of foreign competition, and partly 
it sprang from the anxiety that was felt at the existence of an adverse 
balance of trade, which threatened to rob the country of its specie in 
1783 and 1784. But whatever its origin, there can be no doubt of the 
existence of a widespread sentiment in favor of the encouragement of 
domestic industry at this time, and it shaped the legislation that was 
adopted by the States. This same sentiment found expression in the 
act of 1789. Such isthe contention of Mr. Hill. He represents the 
act of 1789 as a result of the deliberate adoption of the protective 
principle by the first Congress under the present constitution. In this 
he seems to me to go too far. What he says is undoubtedly true— 
that “no voice was raised against the principle of protection.” On 
the other hand, it is to be remembered that there was no very energetic 
or consistent championship of the principle of protection. The fact 
is that principles were not on trial at this time. The tariff debate of 
1789 discloses a singular dearth of discussion on questions of general 
principle. The one principle, if any, on which the Act of 1789 may be 
said to have been founded was that described by Madison as the 
“principle of mutual concession.” Protection, as a general principle 
of tariff legislation—as a thing good in itself—was not then under- 
stood. Protection was more distinctly a local issue in 1789 than at 
any subsequent period of our tariff history. Hartley, Fitzsimmons, 
Ames and the other leading protectionists of the time, such as they 
were, had not yet risen to the conception of a national economic 
interest which demanded protection as its safeguard and animating 
force.. They were concerned and content, each to snatch whatever 
advantage he could for the local interests he represented ; and grudg- 
ingly conceded the small measure of favor asked in return. No well- 
founded general conclusion, either in favor of or against the principle 
of protection, can be drawn from the debates of 1789. The question 
had not yet been raised in a form that required a definition of attitude, 
and local interests rather than general principles decided the votes on 
the first tariff act. 

A. C. M. 
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The Cincinnati Southern Railway. A Study in Municipal Activity. 
By J. H. HoLLanperR. Baltimore : The Johns Hopkins Press, 
1894. 8vo. pp. 96. 

Mr. HoL_LanDeR has given in this work an interesting account of 
a unique experiment in municipal activity and seems to find in its 
success an argument for the further extension of municipal functions. 
On this, as on other points, however, his deductions are not drawn 
without a due recognition of the complexity of the factors with which 
he is dealing. 

The commercial want which led the citizens of Cincinnati to plan 
the work when railways first began to be built, became a necessity 
when Chicago and St. Louis, with their railway connections, gained 
the markets of the Southwest, and Louisville, through the advantages 
secured it by the Louisville and Nashville Railway began to take those 
ofthe South. The question seemed to be, not one of advancement 
and prosperity, but of existence for the merchants and manufacturers 
of Cincinnati. It was a realization of this fact which enabled them to 
overcome grave difficulties, both legal and financial. The bitter expe- 
rience of Ohio, along with several of her sister states, both in building 
and aiding canals and railways had led to a constitutional provision 
forbidding any loan of public credit to private enterprises. 

Great as was the need of a railway affording direct communication 
with the South, the obstacles interposed by the mountains of Kentucky 
and Tennessee were so formidable that private capitalists would not 
take the risk, even in the period of speculative building and abundant 
capital from 1868 to 1872. And as the city could not legally lend its 
credit to private capitalists, it violated the spirit, if not the letter, of 
the constitutional provision against municipal aid to public works. A 
doubt as to the constitutionality of the act, however, made the negoti- 
ation of bonds more difficult, and delayed the work at critical periods. 
Another legal difficulty was encountered when application was made 
to the legislature of Kentucky for the right to build through that 
state. Strong opposition was made, particularly by the Louisville and 
Nashville Railway and the people of Louisville, so that at two sessions 
the legislature rejected the proposition, and it was not till 1872 that 
consent was finally obtained. 

These delays had been costly, for the bonds could have been sold to 
much better advantage at any time from 1868 to 1872 than was possible 
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after the panic of 1873. The high rate of interest which they bore, 
and their long time to run have imposed heavy burdens on the city, 
and have called forth severe criticism upon the trustees. But they 
were hampered by being compelled to sell the bonds at par, and by 
other restrictions so the fault is not wholly theirs. In securing later 
loans and in leasing the road the restrictions imposed by the legisla- 
ture also proved unfortunate. 

The road was estimated to cost ten million dollars, but eighteen 
million was expended without completing it. The fear to ask for 
more than ten million at the outset probably led to low estimates of 
the cost, but the road was’ built more substantially than the original 
plan contemplated, and the investigation of a hostile committee failed 
to discover any trace of dishonesty on the part of the trustees. The 
road seems to have been built at as low a cost as possible. Certainly 
many cases could be cited where construction companies and dishonest 
directors saddled heavier burdens upon private railways than were im- 
posed upon Cincinnati by the construction of this road. | 

The author hesitates to claim direct advantages arising from the 
construction of the road, because there are so many factors to be 
noted in the total result. The indirect effects are even harder to com- 
pute, but the stimulus given to business in all lines is thought to more 
than repay the expense incurred, heavy as that has been, and much as 
it has increased the taxes. About six million dollars of interest was 
paid before the road began operations in 1880, and over four million 
has been paid since that date, in excess of the rental received from the 
company which operates the road under a twenty-five year lease. This 
burden will not last much longer, however, for by the terms of the 
lease the rental is increasing, and as the 7 per cent. bonds are due early 
in the next century (1902-9) they can be funded at a much lower rate 
of interest, so that the road will begin to yield a revenue to the city. 

Besides a sinking fund has been provided by taxation which will pay 
more than one-third of the debt by 1902. At that date, however, the 
road will stand debited with about thirty million dollars of bonds and 
interest together, and as the rental at that period is only one and a 
quarter million dollars per year the road cannot be called a successful 
financial investment. ‘The returns must be sought in the indirect ben- 
efits which it has afforded to commerce and industry. Compared with 
the public works undertaken by the states at an earlier period, or even 
with many of the railways constructed by private enterprise, which 
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through bankruptcies and receiverships have wiped out much of the’ 
original capital, the Cincinnati Southern does not make a bad showing 
as an investment. The importance of the enterprise was so keenly 
realized that at the outset men of the highest integrity and ability were 
appointed as trustees to hold office during good behavior. They 
served with singular fidelity, often under adverse criticism, discourag- 
ing restrictions and difficulties of every kind. To the high character 
and faithfulness of the trustees, and to the absence of politics, is due 
the measure of success which was achieved. Most of this success, the 
author thinks, is due to Mr. Edward A. Ferguson, the promoter who 
drew the “enabling act,” and has been a member of the Board of 
Trustees since its creation. ‘He is closely identified with the actual 
construction and ultimate disposition of the railway, and but few 
details in its history fail to receive the impress of his activity. Mate- 
rial interests, and political preferment have been sacrificed, and a life 
of high possibilities devoted with rare unselfishness to this one end.” 
With such men to conduct municipal enterprises, and with the 
political element entirely eliminated, there might be some hope in 
extending the field of their activity, but even under the most favorable 
circumstances, such difficulties as were overcome by Mr. Ferguson and 
his fellow trustees are always likely to operate against any public 
undertaking, and leave the balance in favor of private enterprise. 
WILLIAM HILL. 


Compendium of Transportation Theories. By C. C. McCain, 
Washington, D. C.: Kensington Publishing Co., 1893. 
8vo. pp. 295. 

Addresses Delivered Before the World's Railway Commerce Congress. 
Official Report. Chicago: The Railway Age and North- 
western Railroader, 1893. 8vo. pp. v + 265. 


In the first of these two books, containing popular discussions of 
railway questions, Mr. McCain has collected thirty-four essays or ad- 
dresses from experts upon the several phases of the subject. During 
the past few years Cooley, Blanchard, Adams, Walker, Ackworth, 
Nimmo, Schoonmaker, Cullom, Stickney, Huntington, Knapp, Alex- 
ander and others have written for railway reviews or magazines, or 
made addresses discussing or trying to define the railway problem. 












































BOOK REVIEWS. 





473 


Many of these essays are of more than ephemeral interest; and as the 
present depressed condition of railway affairs makes the public more 
willing to look at both sides it is an opportune time for bringing forth 
arguments that give real light on the subject. In the railway reviews 
where most of the essays first appeared, they reached few besides rail- 
way men. In their present form they should have a much wider cir- 
. culation. Good, helpful literature on railway topics is by no means 
abundant. Thoughtful students have keenly felt the need of a clear 
discussion or exposition of many troublesome questions, and when 
Cooley and others take the pains to define the railway problem, to 
show how the rate-making power in the hands of divers irresponsible 
parties is the fountain of evil, how discriminations, favors or extortions 
are incidents due to the existence of many rate-making agencies, it is 
worth while to study what they say. Ignorance of the real problem 
in its manifold forms is the greatest hinderance to its solution. This 
ignorance is not confined to populists, alliance men and shippers. 
Many railway men admit that they are unable to state the problem 
clearly, much less to solve it, so Mr. McCain has not erred in giving a 
large share of the space to those articles which merely state the problem. 

The attempt to remove the evils by agreements, by pooling, by 
consolidation, by legislation, are described by men who are recognized 
as authorities, but they leave one painfully conscious that the real 
remedy, or successful combination of remedies is yet to be applied. 
Here again, however, it is necessary to know what has been attempted, 
what measure of success achieved, and what the causes of failure have 
been. The strong impression left upon the mind by all these authors 
is, that in some way, by a higher standard of honor among railway 
men, by agreements, by consolidation, by pooling, by legislation, or 
by some other device, the railways must be managed as one system 
with common needs and common interests which are in harmony with 
the interests of the people whom they serve. 

Besides atreatment of the general question, the book contains a 
comparison of English and American railways ; also accounts of: Gov- 
ernment Interferences in the Management of English Railways, the 
Relations between Canadian and American Railways, High Speed, 
Strikes, Brotherhood of Engineers, Service of a Bureau of Statistics, 
and a few other essays on special topics. 

At the World’s Railway Commerce Congress, the field covered was 
not so broad nor was there such an array of talent as is represented in 
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the Compendium. More attention was given to special and technical 
questions as is natural in a body distinctly devoted to railway interests. 
Railway Law and Legislation, Railway Management and Operation, 
Railway Employees and Railway History and Development are the 
general headings under each of which half a dozen or more addresses 
were made by such well-known men as Blanchard, Walker, Kirkman, 
Nimmo, Ripley, Veazey, Knapp, and others. The railway systems of 
Spain, Italy, Sweden, and New South Wales were briefly described by 
representatives from those countries. 

Most of the addresses are of interest to the railway student and 
the public, while those treating of baggage-checking, tickets, police- 
power of railway officials and the like will interest railway men alone. 

W. H. 


Bibliographie des Socialismus und Communismus. By JosEPH 
STAMMHAMMER. Jena: Gustav Fischer, 1893. Large 8vo. 
pp. iv + 303. 

Ir is easy to believe the author’s statement that this comprehensive 
catalogue of the literature of socialism has cost “‘many years’ pains- 
taking labor.” The plan of the work is that of an alphabetical cata- 
logue, by authors and titles, followed by a subject index. It gives 
titles, date and place of publication, size, and in some (relatively few) 
cases a table or description of contents, as well as, still more infre- 
quently, cross references. The price is not given, and the number of 
pages is given only very rarely. The intention has been to include the 
literature of all the modern European languages bearing on the subject, 
though the literature of America and of other outlying regions of 
occidental civilization are less fully represented than the countries 
lying nearer the author’s home, in space and language. 

The volume is to constitute part of a more comprehensive bibliog- 
raphy of social and economic science. This being the case, it is open 
to criticism on the score that it includes much that is not strictly to be 
classed under the literature of socialism or communism. Many works 
are listed which bear on socialism only remotely if at all. It is perhaps 
to be taken as indicating the author’s sense of intimate relation between 
socialism and the labor question when he admits into this bibliography 
of socialism several hundred titles on trade unions, strikes, lock-outs, 
and like subjects. While the list is so full in point of its scope, and 
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while the number of titles is great enough to surprise even readers who 
are prepared to find a great number of entries, it is still not difficult to 
find omissions. These occur especially in the later literature of other 
languages than German and French. Still, the feature to be remarked 
upon is not the omissions, but the very high degree of completeness 
of the list in spite of a number of omissions that might be cited. The 
workmanship of the volume is highly creditable. Mistakes in the 
transcription of titles are rare beyond expectation. Still they do occur, 
apparently more frequently in transcriptions from English than from 
any other language. The following may be cited as a curiosity: 
“HILL, FREDERIC, Measures for Puttingen. End to the abuses of 
trades-unions.” 
T. B. VEBLEN. 





History of the English Landed Interest. (Modern Period.) By 
RussELL M. GARNIER. London: Swan Sonnenschein & Co. 
New York: Macmillan & Co., 1893. 8vo. pp. xx + 564. 


In this volume the narrative of the English Landed Interest, begun 
in the author’s earlier volume (on the Early Period), is continued down 
to the repeal of the Corn Laws. As the title indicates, the subject 
treated of is the Landed Interest, rather than the Agriculture or the 
rural community generally, but the discourse covers, particularly by 
means of digressions, some topics that are not fairly to be included 
either under the general title or under the cognate heads of ‘“‘ Customs, 
Laws, and Agriculture.” Such a digression is the chapter on “ The 
Political Economists and the Land,” which seems intended to enforce 
upon the minds of the English landowner and farmer of today certain 
elementary propositions of economics rather than to fill out, or even 
to embellish, the narrative. Similar digressions in other parts of the 
volume, as, ¢.g., the account of early speculations in chemical theory 
contained in the chapter on “ The Progress of Scientific Agriculture,” 
serve to bring before the reader many entertaining, but completely 
irrelevant anecdotes, and, incidentally, to show the author’s familiarity 
with a wide range of curious and obscure facts bearing very remotely, 
if at all, on the subject in hand. 

The author’s standpoint is that of the English landowner, and, in 
reading what he has to say, it is difficult to always avoid the impres- 
sion that one is listening to an advocate’s argument. The intention 
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to be impartial and dispassionate is evident throughout, but the point 
of view asserts itself pretty obviously from time to time,—notoriously 
so in the chapter on “Cobbett and Mill,” where derogatory epithets 
are altogether too freely used. Cobbett is referred to as “this dema- 
gogue,” and it is vouchsafed that “the best policy for the rulers of a 
community which contained individuals so indiscriminate in their abuse 
as this man, was to leave them severely alone. All Cobbett required 
was a sufficient quantity of rope, and presently he might have hung 
himself” (p. 479). This borders too closely on abuse. A deprecatory 
tone runs through the discussion of Mill’s activity also, but, while leav- 
ing no doubt that Mill is to be looked upon as an enemy of the Landed 
Interest, the author keeps his indignation well in hand. In his refer- 
ence (p. 517) to Mill’s distinction between rent and profits as terms 
applicable to income derived from capital sunk in the soil, Mr. Gar- 
nier has failed to apprehend Mill’s meaning. Mr. Garnier here makes 
use of the distinction between rent and profits in an attempted refuta- 
tion of Mill’s doctrine of the unearned increment, while it is beyond 
question that the latter did not regard income from capital sunk in the 
soil as rent for the purposes of the doctine of an unearned increment ; 
Mr. Garnier’s appeal to the passage in Mill, however, plainly implies 
that he has so understood him, and he even goes about to expose the 
error imputed to Mill. This discussion of the claim of the community 
to the unearned increment seems to proceed, in part, on a confusion 
of the present capitalized value of permanent improvements (which 
alone has any bearing on the question) with the aggregate of expen- 
ditures actually made in the past in effecting the improvements (which 
is beside the point). Opponents of Mill’s view of the unearned increment 
will be edified to find that Mr. Garnier has been reduced to the 
extremity of appealing to the Duke of Argyll as an authority in sup- 
port of the doctrine that the landlord’s rent is altogether of the nature 
of profits on the capital invested. 
It is perhaps to be regretted that Mr. Garnier has thought it neces- 
sary for the sake of completeness to give considerable space to other 
, than agricultural or agrarian questions. The Erglish landed gentry 
own the deposits of coal and other minerals, and it is therefore con- 
ceived that a volume on the “Landed Interest” must deal in some 
detail with the relation of the gentry to these mineral deposits and 
their exploitation, and even to give something of a discursive account of 
the development of coal mining (pp. 16-36). Likewise characteristic 
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istic of the author’s point of view is the chapter on “The Story of the 
National Woodlands.” 

Mr. Garnier’s book is a popular and interesting narrative, at the 
same time that it is of some considerable value to the student of Eng- 


lish agrarian conditions. 
t. &. FF 


Principles of Political Economy. By J. SHietp Nicuotson, A.M., 
D.Sc. New York and London: Macmillan & Co., 1893. 
Vol. i. 8vo. pp. xili+452. 


PROFESSOR NICHOLSON’S Political Economy is essentially a recast- 
ing of Mill. Not merely the choice and arrangement of topics, but 
the methods of treatment, remind one of Mill on every page. Even 
in the matter of historical facts, where Nicholson claims to have made 
the most change, the difference from Mill is one of quantity rather 
than of quality. Nicholson uses more history than Mill, but he does 
not use it in any different way. Toa writer of the present generation, 
history is the record of a process of natural selection. It was not so 
with Mill; nor is it so with Nicholson. He has scant sympathy with 
attempts to connect political economy with the theory of evolution. 
In fact, his whole idea of evolution is essentially unmodern. He has 
been so far misled by writers like Spencer that he believes that the 
essential point in the theory of evolution is to be found in the applica- 
tion of certain biological analogies to the events of social life. Against 
this misapplication he very properly protests; but he, perhaps, makes 
a mistake in rejecting the right use of a great principle, because some 
men have used it wrongly. Natural selection enables us to explain 
capital, competition, interest, rent, and the like, as results of economic 
development, where a previous generation was compelled to treat them 
as postulates. This power is independent of biological analogies, and 
it is one which it seems unwise to discard. 4 

As a critic of Mill in Mill’s own lines, Nicholson is extremely 
acute. His analysis of the relations of production and consumption 
is brilliant. ‘Production, considered from the odjective point of 
view, consists in putting so much utility into things, or more generally 
of creating utility; whilst, from the sudjective point of view, the pro- 
ducer, in the process, sacrifices so much utility, or in the more familiar 
language of Adam Smith, he lays down a certain portion of his ease, 

















478 JOURNAL OF POLITICAL ECONOMY. 


his liberty, and his happiness. The consumer, on the other hand, by 
the act of consumption regarded odyectively, destroys so much utility, 
whilst sudjectively he gives himself so much utility in the satisfaction 
of his wants or desires.”” This is clear and sound; it enables our 
author to put into proper relations to one another the theories of 
Miil on the one hand, and those of Jevons and the Austrian school 
on the other. To Jevons the book before us seems to do a little injus- 
tice, for Jevons never really claimed to do more than Nicholson con- 
cedes ; but as against those recent writers who are running the theory 
of utility into the ground, Nicholson’s points are admirably taken. 
His disposal of the subject of consumer’s rent seems particularly 
happy. 
We cannot help regretting that he should have thought it best to 
treat the subject of distribution prior to that of exchange. Without 
attempting to settle the vexed question whether distribution is any 
thing more than a series of exchanges, we may, at any rate, insist that 
it is effected dy means of a series of exchanges; and that the most 
vulnerable points in the traditional English economics were the results 
of a neglect to notice this fact. It is, perhaps, due to this order of 
treatment that Nicholson fails to distinguish the individual and 
national senses of the word capital—two things just about as much 
alike as Monmouth and Macedon. This confusion is the more to be 
regretted in this case, as it goes far to impair what would otherwise 
be an admirable analysis of the whole subject of interest. 

It would be premature to attempt any general estimate of the 
merits of the book until the appearance of the second volume. Of 
the part before us, it may be provisionally said that its best contribu- 


tions to the Science of Economics are critical rather than constructive. 
ARTHUR T. HADLEY. 
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:. 
SYSTEM OF APPRENTICESHIP 


ADOPTED BY THE MASON BUILDERS’ ASSOCIATION AND THE 
BRICKLAYERS’ UNIONS OF BOSTON AND VICINITY. 


TIME OF BEGINNING AND TERM OF APPRENTICESHIP. 

To prevent the taking of apprentices at an immature age, when 
they may be considered, on the average, as physically unfit for such 
laborious work, and not sufficiently educated to warrant leaving school, 
and to discourage the beginning of apprenticeship at a time when the 
individual may be considered, on the average, as having passed that 
period when the faculties of mind and body are in that condition 
which is most receptive of instruction, and most readily adaptive to 
the requirements of a trade, the following time and terms are fixed :— 

No individual shall be taken as an apprentice who cannot read and 
write the English language. 

No individual shall be taken as an apprentice until he is sixteen 
years of age. 

No individual shall be taken as an apprentice after he is twenty-one 
years of age. 

An apprentice taken under eighteen years of age shall serve until 
he is twenty-one years of age. 

An apprentice taken at eighteen years or over shall serve three 
years. 

, AGREEMENT OF APPRENTICE. 

No individual shall be taken as an apprentice unless he shall agree 
to serve the time ‘fixed by these rules and abide by other conditions 
and requirements herein set forth. 

AGREEMENT OF EMPLOYERS. 
No member of the Mason BuiLpers’ AssociaTION shall take an 


individual as an apprentice unless he will agree to keep him under 
legitimate instruction as such, for the full term comprehended in these 
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rules, and will otherwise comply with the conditions and requirements 


herein set forth. 
REGISTERING APPRENTICES. 


When any member of the Mason BuILDERs’ AssOcIATION is about 
to take an individual as an apprentice, he shall immediately notify the 
Secretary of the Association to that effect, giving name, age and term 
for which he is taken. 

The Secretary of said Association shall then immediately notify 
the Clerk of the Joint Committee, and also the Secretary of the Brick- 
LAYERS’ Unions, and a record shall be kept by both Associations and 
by the Joint Committee, so that a complete registry of all apprentices 
shall be available. 

A card shall be issued to each apprentice by the Joint Committee, 
which he shall hold during his term as evidence that he is properly 
registered as an apprentice. 

All members of the Mason BuILDERsS’ ASSOCIATION shall file, as 
soon as practicable after the adoption of these rules, a list of the 
apprentices in their employ, giving name, length of term for which 
they are taken, and date of expiration of term. 


SUPERVISION BY JOINT COMMITTEE. 


The Joint Committee of the two bodies hereto shall have general 
supervision of all matters pertaining to the apprenticeship system 
under the rules herein defined and established, and shall have 
authority to settle all questions in relation to the same, and give judg- 
ment in any appeals that may be made to it by either employers or 
apprentices. It shall have authority to terminate or cancel the appren- 
ticeship of any individual for cause. 

It shall have authority to place an apprentice for an unexpired 
term with a new employer should his original employer die, or from 
any other cause fail to give him opportunity to complete his term with 
him. 

It shall have authority to prepare blank graduation papers for 
apprentices, and to approve and sign the same, when the employer 
has certified thereon that the apprentice has satisfactorily completed 
his term. 


RIGHTS OF EMPLOYER. 


An employer shall have the right to appeal to the Joint Committee 
to terminate or cancel an apprenticeship, when there are evidences of 
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incapacity on the part of the individual under instruction, or when he 
shall be insubordinate or be addicted to idle or dissolute habits, or in 
any other way fail to carry out his agreement with his employer. 


RIGHTS OF APPRENTICES. 


An apprentice shall have the right to appeal to the Joint Com- 
mittee should his employer fail to keep him under legitimate instruc- 
tion, or to keep his agreement with him in any other respect. 

He shall have the right also to appeal to the Joint Committee and 
secure through them opportunity to complete his apprenticeship, 
should his original employer die, or from any other cause fail to give 
him opportunity to complete the same. 


PAY OF APPRENTICES. 


Apprentices shall be paid at the rate of eleven cents per hour dur- 
ing the first year, twelve cents per hour during the second year, thirteen 
cents per hour during the third year, and fifteen cents per hour for 
any additional years they may be obliged to serve under these rules. 
These suins to be paid weekly. 

Deduction may be made from the above-mentioned pay for absence 
from work without sufficient cause, or the apprentice may be required 
to work beyond the stipulated term to the extent of double the time 
of absence, at the choice of his employer. 

No deduction from the pay of an apprentice, however, shall be 
made, provided he report for duty at proper times, but is unable to 
work because of weather, or failure of his employer to provide work. 

In addition to the pay above stipulated, each apprentice shall have 
an allowance of fifty dollars ($50) the first year, and seventy-five dol- 
lars ($75) for every additional year, payable in quarterly instalments. 

Each apprentice shall be entitled to one week’s vacation each year, 
without loss of pay, or two weeks’ with one week’s loss of pay, but 
shall not be allowed more than two weeks’ vacation each year. 


GRADUATION OF APPRENTICES. 

When an apprentice shall have completed his term, his employer 
shall certify the same upon blanks provided for the purpose by the 
Joint Committee, and transmit the same through the Secretary of his 
Association to the Joint Committee. The Joint Committee shall then 
consider the same, and upon approval, its Clerk shall attach the official 
seal and signature of the committee, notifying both Associations of 
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this action, that the record of the apprentice may be complete upon 
books of record, which must be kept by the Secretaries of each body. 

The certificates thus signed and approved shall be accepted as 
evidence that the apprentice has properly graduated and is entitled to 
recognition as a journeyman, and he shall not be eligible to member- 
ship in the BRICKLAYERS’ Unions until he has such certificate. 


DEPARTMENT OF INSTRUCTION. 
Recognizing the fact that special instruction in the fundamental 
features of the bricklaying trade (which instruction shall comprehend 
education of both mind and hand, so that the individual shall gain 
a proper knowledge of quantity and strength of materials, and of the 
science of construction) is of as much importance as special instruc- 
tion in other trades or professions, and, realizing that the chances of 
an apprentice to get as much instruction as he is entitled to, while at 
work on buildings, is necessarily limited, the parties to these rules 
agree that they will join in an effort to establish an institution in this 
city, where all the trades shall be systematically taught; that when 
such school is established, they will unite in the oversight and care of 
the same and will modify these rules so that a reasonable deduction 
shall be made from the term of an apprentice by virtue of the advan- 
tage gained through instruction in said school. 


II. 
AGREEMENT CONCERNING APPRENTICES, 


ADOPTED JANUARY, 1894, BY THE JOINT COMMITTEE OF ARBITRA- 
TION OF THE CHICAGO MASONS’ AND BUILDERS’ ASSO- 
CIATION AND THE UNITED ORDER OF AMERICAN 
BRICKLAYERS AND STONE-MASONS. 


SEcTION 1. Until further action by the Joint Committee of Arbi- 
tration all members of the Chicago Masons’ and Builders’ Association 
shall be allowed a new apprentice each year, and the term of appren- 
ticeship shall be three years. No employer shall at any time have in 
his employ more than three apprentices, whether they are indentured 
to him or to some other contractor. 

Sec. 2. Apprentices, when taken, shall not be over eighteen years of 


age. 
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Sec. 3. Apprentices shall be allowed to join any organization of 
their craft, but to be subject to the indentures of apprenticeship 
adopted by the Chicago Masons’ and Builders’ Association, and by the 
United Order of American Bricklayers and Stone-masons. 

Sec. 4. Hereafter, in any dispute arising between an apprentice 
and his employer, the question in dispute shall be put in writing and 
submitted to the presidents of the respective organizations, and, upon 
their failure to agree, it shall then be submitted to the Joint Arbitra- 
tion Committee, and after they hear the evidence of both sides, the 
decision of the committee shall be final. 

Sec. 5. Apprentice indentures shall be furnished in blank to the 
secretary of the Chicago Masons’ and Builders’ Association, and any 
notary shall be competent to fill out and acknowledge the same with 
the proper notarial seal. 

Sec. 6. The wages of apprentices shall be not less than $250 for 
the first year, $400 for the second year, and $550 for the third year. 

Sec. 7. Whenever a would-be apprentice presents himself to learn 
the trade, the contractor will he allowed the said apprentice two weeks 
on trial, provided the applicant holds a permit from the Apprentice 
Committee of the United Order of American Bricklayers and Stone- 
masons, and if he is not satisfactory to the contractor, that he be not 
compelled to enter into indentures with the applicant, but that he shall 
pay him the $5 per week for the two weeks. No boy shall be allowed 
a trial with more than two contractors. 














